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CAPWEST SECURITIES, INC. (“CapWest”) appeals the Decision of the National

Adjudicatory Council (“NAC”) on the following grounds.

L

INTRODUCTION

Based upon a de novo review, the NAC found that CapWest violated the content
standards of FINRA Rules 2110 and 2210 which it applied to FINRA member communications

with the public. This appeal is based on the idea that the NAC failed to interpret and apply those



standards in the context of a total mix of information available to the prospective investor. '
NAC found that 166 (out of 268) of CapWest’s communications violated the content
standards. Every one of those 268 communications was designed directly or indirectly to arouse
in potential investors an interest in acquiring more information about how tenant-in-common
securities might be used to fulfill the like kind purchase-side requirement of an Internal Revenue
Code Section 1031 exchange. None of the communications offered a particular security. All
were generic in nature (Hearing Transcript (“HT) pg. 189). As the NAC notes, “these
communications included seminar invitations, flyers, slides and hand outs, newspaper and
magazine advertisements, newsletters, brochures, form letters, radio scripts, website materials

and postcards.” (Decision page 4, section C)

FACTS

In order to bring comprehension to the NAC’s analysis, we will attempt to isolate the
operative sections of its decision. In the Section II FACTS portion of its Decisipn, the NAC
finds four categories of facts, lettered A through D. We deal only with C because it is the section
in which the NAC attempts to catalog the various offending communications. Section D deals

with supervisory activities. We do not treat Section D, because if the communications discussed

! TSC Industries, Inc. v. Northway, Inc., 426 U.S. 438 (1976); Basic, Inc. v.
Levinson, 485 U.S. 224 (1988); These cases develop the concept of materiality
under the Federal Securities Laws.
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in Section C are not violative, supervision is not relevant.?

In Section C, the NAC notes that although there are 166 communications spotlighted in
this case, they are duplicative and repetitive in nature. However, they share several
characteristics, assertions and claims about the use and utility of Section 1031 exchanges and the
potential investment appeal of TIC ownership. The NAC goes on to list what we count to be
seven separate categories of assertions which the NAC later concludes violate the content
standards. Thus, there are seven violations, not 166. They are:

- 1031 exchanges unlock trapped equity

- 1031 exchanges defer capital gains

- 1031 exchanges can utilize TICs

- 1031 exchanges are the best kept secret in the Internal Revenue Code
- TICs produce management-free passive income

- TICs invest in large investment-grade properties

- TICs have professional management

Of the seven allegedly violative categories, four relate solely to 1031 exchanges and the
other three to tenant-in-common securities. It must be noted that 1031 exchanges are not a
security (HT pg. 201), not a service, and not a product offered by the securities industry. They
are a tax deferral technique. More importantly, all seven categories are true statements and NAC

does not conclude otherwise.

The Division of Enforcement produced only one witness, Mr. Levine, who is an

2 Section A identifies the firm and Section B provides a generic description of
Section 1031 exchanges and TIC interests.
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employee of FINRA’s advertising review department. On cross-examination, Mr. Levine
revealed that he is not a lawyer, not an accountant, not a real estate licensee, not securities
licensed and had never testified before! (HT pg. 46) Instead, he is a former paralegal who has
never owned an interest in commercial real estate. How Mr. Levine was qualified to testify about
the intricacies of TICs or 1031 exchanges was not explained. As if to illustrate its reliance upon
incompetent evidence, in Footnote 9, the NAC cites Mr. Levine’s incorrect definition of “cash on
cash” return with respect to a TIC. (HT pg. 154) A correct definition of cash on cash return is the
amount of cash distributions expressed as a percentage of cash invested by the customer. It is not
a percentage of the purchase price of the property as suggested by the unqualified witness. Since
the NAC relied solely upon the “expert testimony” of a witness who was not qualified to provide
any expert opinion (Mr. Levine testified repeatedly that what he said was “only my opinion”), its
decision is not supported by any substantial evidence in the record. In placing reliance on an

unqualified expert, the NAC highlighted its own lack of sophistication.

II.
DISCUSSION

In Section III, DISCUSSION, the NAC analyzes some of the facts it found in the previous

section and concludes for various reasons, that the communications violate the content standards.
This section is divided into subsections A and B. Subsection A, under four numbered headings
discusses the nature of the communications. We treat only Subsection A, 1 and 2 (containing
paragraphs introduced with the labels First, Second and Lastly).

First In beginning its analysis in this section, the NAC states that member



communications must (1) be based upon principles of fair dealing and good faith, (2) must be fair
and balanced,’ and (3) must provide a sound basis for evaluating the facts. Providing investors
with full and true disclosure satisfies all three. In its evaluation of whether or not CapWest’s
communications met those three standards, the NAC abandons rationality and common sense,
because it isolates each communication from the context in which it is made. This concept is
best expressed by the cases cited in footnote 1 above, dealing with the definition of materiality in
the federal securities laws. For example, the NAC observes that the communications routinely
refer to Section 1031 exchanges without providing an explanation of how those exchanges work.
The NAC would have you believe, for example, that in communicating anything about a Section
1031 exchange, it is “incumbent upon CapWest to consistently provide some sense of the factors
to be considered” [before engaging in a 1031 exchange transaction]. Decision pg. 7, section 1.
The NAC fails to explain what “some” sense would include,* or how much would be less than
“some.” NAC apparently does not understand that by the end of the disclosure process CapWest
provided investors with all the factors, not just some. NAC also does not understand that there is
no particular risk involved in a 1031 exchange. (HT pg. 202)

As NAC observed quite correctly, because 1031 exchanges can be complex, it is
impossible to provide a full explanation in the confines of a brief advertising communication.

Instead, the industry relies on the overall mix of information made available to the prospective

3 (1) and (2) are the same functionally. It is almost impossible to distinguish
between these two elements and the NAC does not attempt to do so.

4 The full logical extension of this view would require a member inviting customers
to a seminar to disclose that food and liquor would be served, and warning that
overeating and impairment might be possible.
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investor before an investment can be made. All three of the characteristics required by the NAC
for a communication with the public are more than fulfilled by the presentation of industry-
conventional private placement memoranda such as the one attached as Exhibit “A.” This
disclosure includes a comprehensive explanation of all factors related to 1031 exchanges and
TICs themselves, and all investors who proceed to purchase a TIC would be required to review
it.” See, pages 8-23.

Second In this analysis, the NAC faults some of the communications because in some
cases they do not include many of the potential risks. However, the same argument that applies
to the 1031 statements applies here. Each and every one of these risk factors and many more are
fully disclosed in the routinely-used private placement memoranda. It would be impossible to
include a discussion of all these features in every one of the 166 allegedly violative
communications.

Third and lastly, the NAC highlights five more factors which it apparently does not

consider in the same category as those treated in Second; they are:

- The “management-free” traits of TIC ownership;

- Representations not balanced with statements concerning certain restraints accompanying
TIC ownership;

- Investor’s loss of day-to-day control over management decisions;

- Voting by other tenants in common regarding significant issues that can result in

substantial expenses affecting the investment; and

5 There is no suggestion by the NAC that CapWest failed to make all proper
disclosures to investors receiving an offer to invest in a TIC.
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- Potentially significant related fees that come with professional management of the TIC
property.

No explanation of why these factors are different from those treated under caption Second is

provided. Once again, each of these features is completely described in the conventional private

placement memorandum. It should be noted that practice in the industry prohibits any accredited

investor from purchasing a TIC security without executing numerous documents as a part of the

subscription process. All of those documents contain recitals that the investor has reviewed and

understands all of the factors that the NAC mentions. See Exhibit “A,” Purchase Agreement

and Escrow Instructions, Section 7 (pgs. A-5 to A-6).

2. In Section 1, the NAC devoted its attention to the lack of a fair and balanced
perspective in communications. In this sub-section 2, it develops the position that some of those
communications contain improper performance projections. NAC categorizes as “performance
projections” statements such as “TICs typically generate cash flow of 6% to 9%” and
“investments may yield 10% or higher.” The NAC fails to recognize that these historical
statements are not promissory. More importantly, based on the industry-wide performance of
TIC investments in the period 2002-2006, those suggestions appear to be true (See Exhibit B).
Nonetheless, the NAC calls them exaggerated performance predictions and unwarranted
performance claims and forecasts. It cites no authority for that position and simply assumes - one
wonders on the basis of what facts contained in the record - that its description is accurate.

3. The NAC treats separately in paragraph No. 3 a new concept used in at least two
(of 166) of the communications, which it titles “Exaggerated TIC Investment Protections.” See

Exhibit B, page 46. It concludes that some of these communications gratuitously imply that the



regulation and oversight of TIC offerings by the SEC® and others provide additional investor
protection and increased likelihood of a successful investment (Decision pg. 9). The NAC does
not explain how it draws this inference which, on its face, is problematic.” Although the
communications did offer the observation (as expressed in Kathy Heshelow’s book attached as
Exhibit “B”, page 46), these communications in no way imply an increased likelihood of a
successful investment. They simply make the observation that the securities industry is well
regulated. Regulation has a tendency to inspire its participants to behave properly. The entire
rationale for the existence of regulatory institutions is to provide investor protection. For the
NAC to imply that such a representation is false, is positively mystifying®

Finally, in paragraph 4, the NAC reviews the use of customer testimonials in one of the
166 communications. The NAC provides no analysis of the content of the testimonial, but
simply recites that the use of testimonials concerning a member’s investment advice or
performance of the product it offers must contain caveats. However, it must be remembered that

all of the 166 allegedly violative communications are generic in nature and do not relate to

particular products or services.

117

6 Many TIC offerings were the subject of 33 Act registrations.
7 IM 2210-4 cited by NAC does not apply.

8 Nothing in the communications falsely suggests that the investments have been
approved by any regulatory authority, and a typical offering memorandum read by
the investor will disclaim any such approval.
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IV.

CONCLUSION

Simply put, the NAC has failed to evaluate the communications in the context of the total
mix of information available to the investor at the point of sale. Abstractions such as “fair and

balanced” “good faith” and “sound basis” simply cannot be useful without context.

H Thomas Fehn, Esq.

Gregory J. Sherwin, Esq.

Orly Davidi, Esq.

FIELDS, FEHN & SHERWIN
11755 Wilshire Blvd., 15" Floor
Los Angeles, CA 90025

Dated: May 28, 2013 By: 4 T oo /;/i/f/z

H Thomas Fehn, Attorney for
CapWest Securities, Inc.
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Name:

Number:

CABOT INVESTMENT PROPERTIES
CABOT TURFWAY RIDGE ACQUISITION LLC

Tenant in Common Interests
1% Interest Equals: $117,500 of equity and $180,000 of estimated debt
Minimum Purchase: 3.00% Interest ($352,500 of equity and $540,000 of estimated debt)
Minimum Offering Amount: $2,350,000
Maximum Offering Amount: $11,750,000

Cabot Acquisition

®

Cabot Turfway Ridge Acquisition LLC (“Cabot Acquisition™), a wholly owned subsidiary of Cabot
Investment Properties, LLC (the “Sponsor”), is offering the Interests described in this Confidential Offering
Memorandum (the “Memorandum™). The Sponsor is a privately-held real estate investment manager that
focuses on stabilized commercial real estate investments. The managers of the Sponsor have been involved
in the acquisition of over $1.5 billion of commercial real estate over the past 15 years. In addition, these
managers have been involved in twelve other tenant-in-conumon transactions since 2003.

The Interests and the Property

®

Cabot Acquisition is offering undivided tenant-in-common interests (each an “Interest” and collectively, the
“Interests”) in a 218,223 net rentable square foot, multi-tenant office property situated on 14.57 acres,
commonly known as “Turfway Ridge Office Park”, which consists of (i) one five-story, 108,975 square foot
office building, situated on 8.06 acres (“Turfway I”) and (ii) one five-story, 109,248 square foot office
building situated on 6.51 acres (“Turfway II*) (Turfway I and Turfway II, together, the “Property”). The
address of the Property is 7300 and 7310 Turfway Road, Florence, Kentucky 41042,

Each purchaser will hold its Interest through a bankruptcy-remote, single member Delaware limited liability
company (a “Single Purpose Entity” and, as the holder of an Interest, a “Tenant in Common”) to be formed
by Cabot Acquisition on behalf of the purchaser.

On October 30, 2006, the Sponsor entered into a contract to purchase the Property from BH Turfway LLC
(the “Seller”) for aggregate consideration of $23,750,000. In addition, $237,750 will be paid to an
unaffiliated third-party broker at closing as a result of the sale of the Property. The vaUISltlon of the
Property is expected to close on or before February 9, 2007. See “The Property.”

Cabot Turfway Ridge LeaseCo LLC (the “Master Lessee™), a wholly owned subsidiary of the Sponsor, will
lease the Property from the Tenants in Common under a master lease agreement (the “Master Lease™) and
will sub-lease the Property to the occupying tenants.

Cabot Turfway Ridge Investment LL.C

Cabot Turfway Ridge Investment LLC (the “Company™), an affiliate of Cabot Acquisition and the Sponsor

and-a-potential-purchaser-of Interests; reserves the Tight 1o offer 1o accredited investors units of membership
interest in the Company pursuant to an Addendum to this Memorandum.

Investing in Interests involves risks. You should carefully consider the risk factors beginning on page 8 of
this Memorandum. Neither the U.S. Securities Exchange Commission nor any state securities commission
has reviewed, approved or disapproved of the Memorandum or the Interests, nor have they passed upon the
accuracy or adequacy of the information set forth in this Memorandum. Any representation to the contrary is
a criminal offense.

The date of this Memorandum is January 9, 2007



Financing of the Property

s  Cabot Acquisition intends to finance the acquisition of the Property with an $18,000,000 loan (the “Mortgage
Loan™), secured by a first priority, nonrecourse mortgage from Wachovia Securities or its affiliate (the “Mortgage
Lender”). The Mortgage Loan amount is anticipated to include a hold-back of approximately $2,545,000 to fund
tenant improvement and leasing commission reserves, capital repairs and replacements to the Property and
insurance and real estate tax reserves.

e  Cabot Acquisition may, at its discretion, obtain bridge financing in connection with the acquisition of the
Property from such lenders and upon such terms as it deems necessary or appropriate. Any such bridge loan
would be loaned to the Sponsor or the owner of Cabot Acquisition. The bridge financing would be secured by
the ownership interests in Cabot Acquisition and would be repaid out of the proceeds of the Offering and cash
flow attributable to unsold Interests held by Cabot Acquisition. The bridge financing would not encumber the
Property and the Tenants in Common would not be directly responsible for repayment of the bridge financing.
All costs associated with such bridge financing would be borne by Cabot Acquisition, and not the investors.

e  Although, in general, each purchaser’s liability under the Mortgage Loan will be limited to the amount of his or
her investment, purchasers will be subject to greater liability, including personal liability, with respect to certain
actions of the purchaser or the purchaser’s Single Purpose Entity. Before investing, you should carefully
consider the potential liabilities described under “Acquisition Terms and Financing,”

The Offering

e  This offering of Interests (the “Offering”) is being made through Orchard Securities, Inc. (the “Managing Broker-
Dealer”) and through other broker-dealers (“Broker-Dealers™) who are members of the National Association of
Securities Dealers, Inc, (“NASD”). The Broker-Dealers are collectively referred to as the “Selling Group.”

e  Cabot Acquisition may cancel or modify this Offering, reject purchases of Interests in whole or in part, waive
conditions to the purchase of Interests and allow investments below the minimum purchase price.

e The Offering will continue until all of the Interests are sold or, if earlier, until June 30, 2007. However, Cabot
Acquisition may extend the Offering until December 31, 2007, in its absolute and sole discretion.

Cash Price Sales Commissions Proceeds to Cabot
To Investors® and Expenses® Acquisition®
Per 3.00% Interest (minimum $352,500 $31,725 $320,775
purchase amount)”
Minimum Offering Amount® $2,350,000 $211,500 $2,138,500
Maximum Offering Amount $11,750,000 $1,057,500 $10,692,500

(1)  The Cash Price to Investors includes expenses related to acquiring an Interest, including sales commissions and expenses, organization and marketing
expenses, closing costs and entity formation and qualification expenses for Cabot Acquisition and the Master Lessee. In addition to the cash purchase
price, purchasers will pay a fixed fee of $2,500 to cover individual tenant-in-common entity formation costs, charges and related legal fees. Purchasers
will be responsible for the fees associated with their own legal, tax and other advisors and ongoing costs of maintaining their tenant-in-common entity,
which may include the maintenance of an independent director.

(2) The Selling Group members will receive sales commissions of up to 7.0% of the gross cash proceeds (“Gross Proceeds”) of the Offering. The
Managing Broker-Dealer will receive a non-accountable marketing and due diligence allowance in the amount of 2.0% of the Gross Proceeds, up to
1.0% of which it may reallow to other members of the Selling Group on an accountable basis. The total aggregate amount of sales commissions and
expenses reimbursements to the Selling Group (collectively “Sales Commissions and Expenses”™) will not exceed 9.0% of the Gross Proceeds.

(3)  The proceeds shown are prior to deduction of the organizational and other fees described in “Compensation and Fees.” In the event that the Maximum
Offering Amount is not sold, Cabot Acquisition may, in its sole discretion, obtain any acquisition and bridge financing Cabot Acquisition deems
necessary or appropriate. Cabot Acquisition will not borrow from or sell interests to its affiliates to attain the Minimum Offering Amount and Interests
Cabot Acquisition or its affiliates may acquire will not be included in the Minimum Offering Amount.

{4) 'The minimum purchase is a 3.00% Interest for a cash purchase price of $352,500 and the assumption of $540,000 of the Mortgage Loan. Cabot
Acquisition may waive the minimum purchase requirement for certain purchasers, in its sole discretion.

(5)  Payments received prior to receipt of the Minimum Offering Amount of $2,350,000 in cash from the sale of Interests will be held in an escrow account
(the “Escrow Account™) at JPMorgan Chase by Lawyers Title Insurance Corporation (the “Escrow Agent™).
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POTENTIAL INVESTORS SHOULD CAREFULLY CONSIDER THE FOLLOWING:

Do not construe the contents of this Memorandum as legal or tax advice. Consult your own
independent counsel, accountant or business advisor as to legal, tax and related matters concerning an
investment in Interests. Neither the Sponsor nor Cabot Acquisition makes any representation or warranty of
any kind with respect to the acceptance by the Internal Revenue Service (“IRS”) or any state taxing authority
of your treatment of any item on your tax return or the tax consequences if you are investing in Interests as
part of a like-kind exchange (a “Section 1031 Exchange”) under Section 1031 of the Internal Revenue Code of
1986, as amended (the “Code”).

Cabot Acquisition has not authorized any person to make any representations or furnish any information
with respect to the Interests or the Property, other than as set forth in this Memorandum or other documents or
information Cabot Acquisition may furnish to you upon request. You are encouraged to ask Cabot Acquisition
questions concerning the terms and conditions of this Offering and the Property.

This Memorandum constitutes an offer of Interests only to the person whose name appears in the
appropriate space on the cover page of this Memorandum. Furthermore, the delivery of this Memorandum to you
will not constitute an offer, or solicitation of an offer, to purchase an Interest to anyone in any jurisdiction in which
such an offer or solicitation is not authorized.

Cabot Acquisition has prepared this Memorandum solely for the benefit of persons interested in acquiring
Interests in the Property. You may not reproduce or distribute this Memorandum, in whole or in part, or disclose
any of its contents without Cabot Acquisition’s prior written consent. You agree, by accepting delivery of this
Memorandum, that, upon Cabot Acquisition’s request, you will immediately return it to Cabot Acquisition along
with all other documents provided to you in connection with the Offering if you do not purchase any of the Interests
or if the Offering of the Interests is withdrawn or terminated.

This Memorandum contains summaries of certain agreements and other documents. While Cabot
Acquisition believes these summaries are accurate, you should refer to the actual agreements and documents for
more complete information about the rights, obligations and other matters in the agreements and documents. Cabot
Acquisition will make the agreements and documents relating to this investment available to you and/or your
advisors upon request, if such requested agreements and documents are readily available to Cabot Acquisition.

A WARNING ABOUT FORWARD LOOKING STATEMENTS

This Memorandum contains statements about operating and financial plans, terms and performance of the
Property and other projections of future results. Forward-looking statements may be identified by the use of words
such as “expects,” “anticipates,” “i

23 &

intends,” “plans,” “will,” “may” and similar expressions. The “forward-looking™
statements are based on various assumptions, for example, the growth and expansion of the economy, projected
financing environment and real property market value trends, and these assumptions may prove to be incorrect.
Accordingly, such forward-looking statements might not accurately predict future events or the actual performance
of an investment in the Interests. In addition, you must disregard any projections and representations, written or
oral, which do not conform to those contained in this Memorandum.

MARKET DATA

The market data and forecasts used in this Memorandum were obtained from independent industry sources

a5 well a5 {rom research reports prepared for other purposes. Cabot Acquisition has not independently verified the
data obtained from these sources and Cabot Acquisition cannot assure you of the accuracy or completeness of the
data. Forecasts and other forward-looking information obtained from these sources are subject to the same
qualifications and the additional uncertainties regarding the other forward-looking statements in this Memorandum.
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An investment in Interests involves substantial risks. Cabot Acquisition is offering the Interests only
to persons who are “accredited investors” as that term is defined in Rule 501 promulgated under the
Securities Act of 1933, as amended (the “Securities Act”) and applicable state securities laws.

Cabot Acquisition will not register the Interests under the Securities Act or the securities laws of any
state. Cabot Acquisition will offer and sell the Interests in reliance on exemptions from the registration
requirements of these laws. The Interests will be subject to restrictions on transferability and resale and you
will not be able to transfer or resell Interests or any beneficial interest therein unless the Interests are
registered pursuant to or exempted from such registration requirements. You must be prepared to bear the
economic risk of an investment in the Interests for an indefinite period of time and be able to withstand a
total loss of your investment.

The securities laws of certain jurisdictions grant purchasers of securities sold in violation of the
registration or qualification provisions of such laws the right to rescind their purchase of such securities and
to receive back the consideration paid. Cabot Acquisition believes that the Offering described in this
Memorandum is not required to be registered or qualified. Many of these laws granting the right of
rescission also provide that suits for such violations must be brought within a specified time, usually one year
from discovery of facts constituting such violation. Should any purchaser institute an action claiming that
the Offering conducted as described herein was required to be registered or qualified, the contents of this
Memorandum will be deemed to constitute notice of the facts of the alleged violation,
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SUMMARY OF THE OFFERING

The following summary highlights information contained elsewhere in this Memorandum. This summary
does not contain all of the information that you should consider before investing in the Interests. Read the entire
Memorandum, including “Risk Factors,” before making a decision to invest in an Interest.

The Property The Property is a 218,223 net rentable square foot, multi-tenant office property situated on
14.57 acres located at 7300 and 7310 Turfway Road in Florence, Kentucky 41042. The
Property consists of (i) one five-story, 108,975 square foot office building, situated on 8.06
acres (“Turfway I”) and (ii) one five-story, 109,248 square foot office building situated on
6.51 acres (“Turfway ).

Each of Turfway I and Turfway I is referred to herein as a “Parcel” and collectively, as the
“Property.” Each Investor will acquire the same pro rata interest in each Parcel and no
Investor may sell its Interest in either Parcel separate and apart from its Interest in the other
Parcel (except as part of the sale of an entire Parcel by all Investors).

As of the date of this Memorandum, the Property was approximately 84.2% leased to 26
tenants. Under their respective subleases with the Master Lessee, office tenants will be
responsible for paying their pro-rata share of operating expenses, real estate taxes, special
assessments, sales and use taxes, utilities and insurance, above a base year stop. The Master
Lessee, as landlord, will generally be responsible for capital repairs and improvements related
to the Property. See “The Property.”

On October 30, 2006, the Sponsor entered into a contract to purchase the Property from BH
Turfway LLC (the “Seller”) for aggregate consideration of $23,750,000. In addition,
$237,750 will be paid to an unaffiliated third-party broker at closing as a result of the sale of
the Property. The acquisition of the Property is expected to close on or before February 9,
2007. See “The Property.”

The Offering Cabot Acquisition will sell to no more than 35 accredited investors up to $11,750,000 in
equity and $18,000,000 in debt in undivided tenant-in-common Interests in the Property. The
minimum purchase is a 3.00% Interest for $352,500 in cash and the assumption of a pro rata
portion of the Mortgage Loan equal to $540,000. Any additional purchase will be in the same
ratio of cash to debt ($1.00 of cash to approximately $1.53 of debt). In addition to the
acquisition cost of the Property, the price of an Interest will include a pro rata portion of the
sales commissions, organizational and offering expenses allowance, marketing and due
diligence expenses allowance, the closing and carrying costs allowance, the Mortgage Loan
fees and acquisition fees.

The only cost to you in excess of the purchase price per Interest is a fixed charge of $2,500 to
cover individual tenant-in-common entity formation costs, charges and related legal fees. You
will also be required to pay the fees and costs of your advisors and legal counsel and the fees
and expenses associated with the continued maintenance of the limited liability company
formed to hold your interest, including the costs of maintaining an-independent-directorif—— v e

required by the Mortgage Lender.

The Interests will be offered until all Interests are sold, but no later than June 30, 2007, which
date may be extended until December 31, 2007, in Cabot Acquisition’s sole discretion. Cabot
Acquisition may cancel or modify the Offering, reject purchases of Interests in whole or in
part, waive conditions to the purchase of Interests and accept purchases of less than the
required minimum purchase.

Cabot Acquisition will sell all Interests held by it or its affiliates to persons unrelated to the
Master Lessee within one year of the initial sale of Interests.

The Sponsor and  Cabot Investment Properties, LLC, a Massachusetts limited liability company, will act as
Master Lessee Sponsor of the Offering. The Sponsor is a privately-held real estate investment manager that
focuses on commercial real estate investments. The managers of the Sponsor have been
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involved in the acquisition of over $1.5 billion of commercial real estate over the past 15
years. In addition, these managers have been involved in twelve other tenant-in-common
transactions since 2003.

Cabot Turfway Ridge LeaseCo LLC, a Delaware limited liability company and wholly owned
subsidiary of the Sponsor, will be formed to serve as the Master Lessee of the Property
pursuant to the terms of a Master Lease.

The Sponsor, Cabot Acquisition and the Master Lessee have relied on and benefited from, and
will continue to rely on and benefit from, the extensive experience of their senior managers.
See “Management.”

As is anticipated to be required by the Mortgage Loan, you must form a bankrupicy-remote,
single-member limited liability company, the sole asset and activity of which will be to
acquire and hold your Interest (a “Single Purpose Entity”). You will own membership
interests in your respective Single Purpose Entity. In addition to the purchase price of the
Interests, you will bear the costs of formation and maintenance of your Single Purpose Entity
and fees payable to your own legal, tax or other advisors. See “Summary of Agreements to be
Entered Into by Purchasers — Single Purpose Entity Operating A greement.”

Tenants in Common Agreement & Call Agreement

The Tenants in Common Agreement and Call Agreement will govern the rights and
obligations of the Tenants in Common with respect to the Property.

Under the Tenants in Common Agreement, all of the Tenants in Common of the Property must
approve any lease, sale, financing, refinancing, exchange or transfer of the Property, but need
not approve any sub-lease of the Property by the Master Lessee during the term of the Master
Lease.

Upon termination of the Master Lease, all leases of the Property or any portion thereof will
require the unanimous approval of the Tenants in Common. A majority of the Tenants in
Common must approve the annual renewal of the consulting agreement between the Tenants
in Common and the Sponsor (the “Consulting Agreement™) pursuant to which the Sponsor
will assist the Tenants in Common with the sale of the Property. All other actions or decisions
of the Tenants in Common will require the approval of the Tenants in Common who together
own a majority of the Interests in the Property.

If Tenants in Common collectively owning 80% or more of the Interests in the Property
consent to a sale or refinancing of the Property, any other action requiring the unanimous
consent of the Tenants in Common or to any action to prevent or cure an event of default
under the Mortgage Loan, then pursuant to the Call Agreement, the Master Lessee and
consenting Tenants in Common have the right, but not the obligation, to purchase any Interests
of Tenants in Common who do not approve such sale, refinancing or action.

In the event any Tenant in Common desires to exercise its right of partition or any Tenant in
Common becomes bankrupt, under the Tenants in Common Agreement, the Master Lessee

and other Tenants in Common will have the Tirst right to purchase the Interest at its then fair
market value.

In addition, the Tenants in Common Agreement will require all Tenants in Common to pay
their pro rata share of any future cash advances required in connection with the ownership,
operation, management and maintenance of the Property. Should any Tenant in Common fail
to pay its pro rata share, the other Tenants in Common will have the right to advance such
payments and collect such amounts from the non-paying Tenant in Common or from
disbursements otherwise payable to the nonpaying Tenant in Common with interest. In the
absence of such advance, the other Tenants in Common and the Master Lessee will have the
right (but not the obligation) under the Call Agreement to purchase the Interest of any
nonpaying Tenant in Common who defaults on its obligation to pay its pro rata share unless
the default is cured or dismissed within the applicable period. See “Summary of Agreements



to be Entered Into by Purchasers — Tenants in Common Agreement” and “ — Call Agreement.”
Master Lease

The Tenants in Common will enter into the Master Lease for the entire Property with the
Master Lessee on an absolute net basis. The Master Lease has a term of 20 years. During the
term of the Master Lease, the Master Lessee anticipates that it will pay annual base rent
(payable in equal monthly installments) as follows:

Year % of Equity Annual Payment Monthly Payment
1-2 7.50% $881,250 $73,438
3-5 8.00% $940,000 $78,330
6 8.50% $998,750 $83,229
7-9 9.00% $1,057,500 $88,125
10-13 10.00% $1,175,000 $97.917
14-16 11.00% $1,292,500 $107,708
17-20 12.00% $1,410,000 $117,500

In addition, the Master Lessee will make payments, on behalf of the Tenants in Common, of
additional rent, which include interest and principal payments under the Mortgage Loan, and
amounts payable into Mortgage Lender-required reserve accounts. The Master Lessee will be
responsible for all other costs of operating, managing and maintaining the Property during the
term of the Master Lease, including the payment of all leasing and capital expenses to the
extent the reserves required by the Mortgage Lender for these purposes are exhausted. If the
principal and interest components of additional rent are increased during the term of the
Master Lease, other than as a result of (i) the anticipated increase in Mortgage Loan debt
service beginning in the fourth year after closing or (ii) the Master Lessee’s default under the
Master Lease, base rent will be reduced by a corresponding amount, and if the increase
exceeds the amount of the corresponding base rent installment, any excess will be payable
solely by the Tenants in Common. Similarly, if the principal and interest components are
decreased, base rent will be increased by a corresponding amount. See “Summary of Master
Lease and Management Agreements — Master Lease” and “Acquisition Terms and Financing.”
At closing, the Master Lessee will fund a cash reserve of $200,000 (the “Master Lessee
Reserve™), which will serve as a supplement to cash flow from the Property in satisfying the
Master Lessee’s obligations under the Master Lease. The Master Lessee will maintain the
Master Lessee Reserve throughout the term of the Master Lease. If drawn upon, the Master
Lessee will replenish the Master Lessee Reserve only to the extent it receives cash flow from
the Property in excess of its obligations under the Master Lease. Upon termination of the
Master Lease, any remaining portion of the Master Lessee Reserve will be retained by the
Master Lessee.

The Master Lease will automatically terminate upon a sale of the Property. In addition, the
Master Lessee may terminate the Master Lease (i) at any time following the tenth anniversary

of the Waster 1ease, in its solé discretion, with or without cause; or (1) 1f the Tenants n
Common terminate or fail to renew the Consulting Agreement. Termination of the Master
Lease without the appointment of a Master Lessee acceptable to the Mortgage Lender will
constitute an event of default under the Mortgage Loan. Furthermore, the written consent of
the Master Lessee will be required in connection with any modification or amendment of the
Mortgage Loan or any new financing of the Property that adversely affects the rights of the
Master Lessee. A summary of the Master Lease is set forth below in “Summary of Master
Lease and Management Agreements — Master Lease” and a copy of the form of Master Lease
is attached as Exhibit D.

Consulting Agreement

The Tenants in Common will enter into the Consulting Agreement with the Sponsor, pursuant
to which the Sponsor will be entitled to a consulting fee (“Consulting Fee”) of 4.0% of the
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gross sales price of the Property in a sale to a third party as a result of offers received (i)
during the 270-day period provided in the Consulting Agreement or (ii) at any time as a result
of the Sponsor’s negotiation with, and submission of offers from, a prospective purchaser. In
connection with a sale described under (i) or (ii) above, the Sponsor will be responsible for
paying outside consulting and broker fees up to an amount of 1.5% of the gross sales price of
the Property, and the Tenants in Common will be responsible for paying outside consulting
and broker fees in excess of 1.5% of the gross sales price of the Property. Each of the Tenants
in Common will be required to pay its pro rata share of such Consulting Fee. The Consulting
Agreement is for a term of one year and renewable annually with the consent of a majority of
the Tenants in Common. In the event the Tenants in Common do not renew the Consulting
Agreement, the Master Lessee will have the right to terminate the Master Lease.

Property Management Agreement

The Master Lessee will enter into a property management agreement (the “Property
Management Agreement”) with Neyer Management, a regional commercial real estate
management firm (the “Property Manager”), pursuant to which the Property Manager will
manage the day-to-day operations of the Property. Neyer Management manages more than 8
million square feet in over 75 properties in the Cincinnati area. The Master Lessee will be
responsible for paying the Property Manager’s fees, which will be equal to 3.0% of the gross
revenue from the Property. The Property Management Agreement will terminate twelve
months after closing, unless extended by mutual agreement of the parties. See “Management
— The Property Manager” and “Summary of Master Lease and Management Agreements —
Property Management Agreement.” In addition, it is anticipated that the Property Manager
may, in its sole discretion, hire one or more employees to provide on-site management or
subcontract on-site management. ‘

Accession Agreement

Purchasers who purchase an Interest after the initial closing of the Offering will be required to
enter into an Accession Agreement, under which they will agree to be bound to the terms of
the Tenants in Common Agreement, the Call Agreement, the Master Lease, and the
Consulting Agreement.

Cabot Acquisition anticipates financing the acquisition of the Property with a $8,532,500 cash
down payment from the proceeds of the Offering and a $18,000,000 Mortgage Loan secured
by a first priority mortgage on the Property, as well as an assignment of leases and rents.
Cabot Acquisition has been involved in negotiations with the Mortgage Lender regarding the
terms of the Mortgage Loan. The Mortgage Loan may or may not be obtained from the
Mortgage Lender, may be obtained from another lender or may be obtained on terms
substantially different from those described in this Memorandum.

If the Mortgage Loan is obtained from the Mortgage Lender on the terms that are currently
anticipated, the Property will be leveraged with a loan to total capitalization ratio of 60.5%,
based on the $29,750,000 aggregate amount of the cash purchase price for-the Interests-and the

amount of the Mortgage Loan (including the reserves that the Mortgage Lender will hold back
from the Mortgage Loan). The loan to appraised value ratio is 74.69%, based on the
prospective, “as is” market value of the Property of $24,100,000 according to the Appraisal.

Mortgage Loan

Cabot Acquisition anticipates that the Mortgage Loan will have a 10-year term. The Mortgage
Loan is expected be interest-only for the first five years, and thereafter amortized over a 30-
year period. Pursuant to a rate lock agreement with the Mortgage Lender which expires on
February 10, 2007, the annual interest rate of the Mortgage Loan is locked at 5.67%.
Assuming the interest rate of 5.67%, the interest-only payment on the Mortgage Loan would
be payable in equal monthly payments of approximately $86,231 during the first five years,
and principal and interest would be payable in equal monthly payments of approximately
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$105,029 during the last five years.

The Mortgage Loan will be made to the Tenants in Common on a joint and several basis, so
that upon an uncured event of default on the Mortgage Loan, the Mortgage Lender may
exercise its remedies against one, more or all of the Tenants in Common. Although, in
general, each purchaser’s liability under the Morigage Loan will be limited to the amount of
its investment, purchasers will be subject to greater liability, including personal liability, with
respect to certain actions of the purchaser or the purchaser’s Single Purpose Entity. In
addition, if Cabot Acquisition does not obtain environmental liability insurance for the
Property, the Mortgage Lender may require each Tenant in Common, one or more individual
direct or indirect principal of each Tenant in Common, and the Master Lessee to indemnify the
Mortgage Lender and its affiliates against environmental liabilities arising from ownership and
operation of the Property pursuant to a separate environmental indemnification agreement.
Before investing, you should carefully consider the potential liabilities described under
“Acquisition Terms and Financing — Limited Recourse” and the risk factors set forth
under “The Property will be Subject to Risks Associated with Debt Financing.”

The Mortgage Loan documents will require the Tenants in Common to make debt service
payments to the Mortgage Lender without regard to the rental income received from the

Property.

1t is anticipated that the Mortgage Lender will require the Tenants in Common to fund, on a
pro rata basis, from the proceeds of the Mortgage Loan, certain reserve accounts with the
Mortgage Lender including:

e approximately $2,000,000 for tenant improvement and leasing commission reserves.

e approximately $500,000 to fund capital repairs and replacements to the Property, of
which $200,000 will be reserved for capital items related to the replacement and
repair of the roofs at the Property; and

e approximately $45,000 for insurance and real estate tax reserves.

In addition, it is anticipated that the Mortgage Lender will require the Tenants in Common to
place into an escrow account $163,026 per year (or $13,585 per month), on a monthly basis, if
the tenant improvement and leasing commission reserves drop below a floor of $250,000. The
Mortgage Lender will also likely require the Tenants in Common to place into an escrow
account, on a monthly basis, an amount equal to 1/12 of the annual replacement reserve
amount of $0.15 per square foot of gross leasable square footage at the Property (i.e., $2,728).

Reserves may also be required at closing for estimated taxes and insurance policy premiums to
the extent such costs are not paid by the tenants of the Property.

The Sponsor may, at its discretion, form a new special purpose entity organized as a Delaware
limited liability company (“Mezzco™), to act as a mezzanine lender to the Tenants in Common
in covering costs associated with the Property in excess of reserves. The Sponsor or an

affiliate of the Sponsor may own up to 49.0% of the membership interests in Mezzco. The
remaining interests will be owned by an unrelated party. Subject to limitations imposed by the
Mortgage Loan documents, and to the extent additional funds are required in excess of
reserves available from time to time, the Master Lessee will have the right, but not the
obligation, to obtain one or more mezzanine loans to the extent the Tenants in Common
require additional funds for operations, tenant improvements, leasing commissions or other
purposes deemed appropriate by the Master Lessee (each individually a “Mezzanine Loan”
and collectively, the “Mezzanine Loans™). The terms of each Mezzanine Loan will be subject
to the unanimous approval of the Tenants in Common.

Any Mezzanine Loan will be made to the Tenants in Common on a joint and several basis, so
that in the event of a default under the Mezzanine Loan, Mezzco may exercise its remedies
against one, more or all of the other Tenants in Common. If Mezzco were to foreclose, a
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" Tenant in Common would likely lose its entire investment.

Each Mezzanine Loan will be subordinate to the interest of the Mortgage Lender (or any other
lender whose loan is secured by an interest in the Property) and Mezzco will likely be required
to execute a subordination and standstill agreement in a form approved by the Mortgage
Lender. The Mezzanine Loan will not be secured by the Property or any of the other collateral
for the Mortgage Loan directly. Instead, each Mezzanine Loan will be secured by a pledge of
the equity interests in the Tenants in Common. Accordingly, each purchaser will be required
to pledge his or her equity interest in the Tenant in Common owned by that purchaser.

Cabot Acquisition will negotiate with the Mortgage Lender with respect to certain terms in the
Mortgage Loan documents relating to Mezzco and the Mezzanine Loan. It is anticipated that
the terms of the Mortgage Loan documents will allow for a pledge of the equity interests in the
Tenants in Common as security for a Mezzanine Loan from Mezzco, which pledge will not
constitute an event of default and will be subordinate to the Mortgage Loan, provided that
certain conditions are satisfied. See “Acquisition Terms and Financing”.

The Master Lessee and the Sponsor intend to seek to arrange for the sale or refinancing of the
Property within approximately seven years (i.e., 2014) under terms advantageous to the
Tenants in Common. Subject to the Call Agreement, all Tenants in Common must approve a
sale of the Property and any refinancing of the Mortgage Loan. Pursuant to the Consulting
Agreement, the Master Lessee will be entitled to a transaction fee of 4.0% of the gross sale
price of the Property in connection with any sale to a third party, of which up to 1.5% may be
used to pay an outside broker.

Pursuant to the Consulting Agreement, the Master Lessee will be entitled to a refinancing fee
of 1% of the amount of any loan obtained to refinance the Property. If an outside loan broker
is used, the Master Lessee will be responsible for the payment of any broker’s fees that may be
due up to a maximum of 1% of the loan amount. See “Summary of Agreements to be Entered
into by Purchasers — Tenants in Common Agreement.”

You should purchase Interests only if you have substantial financial means and you have no
need for liquidity in your investment. Only Accredited Investors who meet certain minimum
financial and other requirements may acquire Interests in this Offering, including a minimum
net worth requirement ($1 million for individual investors, including spouse) or a minimum
annual income requirement for the past two years ($200,000 per year for an individual;
$300,000 per year, including spouse). Prospective purchasers of an Interest who are not
individuals will be required to meet other accreditation tests. Each purchaser’s investment in
the Interests will be limited to 25% of the net worth of the respective purchaser. See “Plan of
Distribution.” Interests are not suitable investments for qualified plans or individual
retirement accounts. See “Who May Invest.”

Members of the Selling Group will make offers and sales of Interests on a “best efforts” basis.
The commissions and expense reimbursements to the Selling Group are described in “Plan of
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Distribution” and ““Estimared Use of Funds” below.

Cabot Acquisition and its affiliates will receive substantial fees from the Offering and sale of
Interests, as well as from supervising the management, financing and sale of the Property,
including placement fees, appearance fees, disposition fees, financing fees and transfer fees.
The Master Lessee, which is an affiliate of Cabot Acquisition, will be entitled to retain any
rents collected under the leases with the tenants of the Property in excess of the amounts
payable to the Tenants in Common and the Mortgage Lender under the Master Lease. See
“Compensation and Fees.”

To offer to buy an Interest, you must wire to the Escrow Agent the amount of $15,000 as a
good faith deposit and follow the instructions set forth in “How to Subscribe” below.

Cabot Acquisition may accept or reject your investment at any time within 30 days after
delivery of the executed documents to the Escrow Agent with your good faith deposit.
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Furthermore, the Mortgage Lender may accept or reject your investment at any time before the
close of escrow.

In connection with the Offering, Cabot Acquisition will obtain from its special tax counsel,
Baker & McKenzie LLP (“Tax Counsel”), a legal opinion stating that:

e the Interests should be treated as interests in real property and not as partnership
interests or as securities for purposes of Section 1031; and

o the description of federal income tax consequences in this Memorandum is correct in
all material respects.

A copy of the tax opinion is attached as an exhibit to this Memorandum.

Each Tenant in Common must report its allocable share of taxable income or loss on its own
federal income tax return. See “Federal Income Tax Consequences.”

There are substantial risks associated with the federal taxation of the purchase of an
Interest, particularly where the purchase is intended to be part of a Section 1031
Exchange. You should carefully read “Risk Factors — Tax Risks” and “Federal Income
Tax Consequences” and consult with your personal tax advisor before making an
investment in the Interests.

The opinion of Tax Counsel is not intended or written to be used, and it cannot be used by any
taxpayer, for the purpose of avoiding penalties that may be imposed under the Internal
Revenue Code. The opinion was written to support the promotion or marketing of the
Offering and each prospective purchaser of an Interest should seek advice based on the
prospective purchaser’s particular circumstances from an independent tax advisor.

An investment in the Interests involves substantial risks. See “Risk Factors.”




RISK FACTORS

Set forth below are the risks that Cabot Acquisition believes are material to the purchase of an Interest.
You should not acquire Interests if you cannot afford to lose your entire investment. Prospective purchasers are
advised to carefully consider the risks described below, as well as the other information in this Memorandum,
before making a decision to purchase an Interest. Consult with your own legal, tax and financial advisors about an
investment in Interests. The risks described below are not the only risks that may affect an investment in an Interest.
Additional risks and uncertainties that Cabot Acquisition does not presently know or has not identified may also
materially and adversely affect the value of the Property or the performance of your investment.

Risks Related to an Investment in Real Estate

General. Real property investments are subject to varying degrees of risk and are relatively illiquid.
Several factors may adversely affect the economic performance and value of the Property. These factors include:

e changes in the national, regional and local economic climate;

e local conditions such as an oversupply of similar properties or a reduction in demand for the
Property;

o the attractiveness of the Property to tenants;
s the ability to collect rent from tenants;

e changes in availability and costs of financing, which may affect the sale or refinancing of the
Property;

¢ eminent domain or condemnation actions against the Property;

o risks associated with construction activity at the Property, including delays, the imposition of
mechanics’ and materialmen’s liens and defects in workmanship;

e  covenants, conditions, restrictions and easements relating to the Property;

¢ governmental regulations, including financing, environmental usage and tax laws, regulations and
insurance;

o the ability of the Master Lessee to pay for adequate maintenance, insurance and other operating
costs, including real estate taxes, which could increase over time; and

e acts of nature, such as earthquakes, tornadoes and floods, that may damage the Property.

Any negative change in the factors listed above could adversely affect the financial condition and operating
results of the Property. The profitability of an investment in an Interest will depend on factors such as these.

The Property may experience significant lease turnover in the short term; Master Lessee may be
unable to renew leases or relet space as leases expire. The Property will be leased to the Master Lessee pursuant
to the Master Lease. The Master Lessee will sublease portions of the Property to tenants pursuant to existing leases
with the tenants. Currently, 84.2% of the Property is leased to 26 tenants. Approximately 71.72% of the existing
leases (based on occupied space) expire within the next seven years (i.e., prior to the end of the projected seven year
holding period). In addition, the lease for one tenant, Xanodyne Pharmacal, will expire in October 2007 and will not
be renewed by the tenant. Further, several tenants have termination rights in their leases permitting early
termination.



Although the building appears to have been constructed within industry standards and adequately
maintained, existing and potential tenants may perceive the Property to be less attractive as a result of its age, or
such tenants may require additional capital expenditures with respect to the Property. Other buildings in the area
surrounding the Property may have more attractive locations, spaces, rental rates and concessions than the Property.
Tenants may move to existing or new buildings upon the expiration or early termination of their leases (to the extent
permitted under the respective lease). If tenants decide not to renew their leases upon expiration or exercise their
termination rights, the Master Lessee may not be able to relet their space. Even if the tenants do renew or the
Master Lessee can relet the space, the terms of renewal or reletting may be less favorable than current lease terms.
The Master Lessee may need to expend significant time and money to attract a replacement tenant. If the Master
Lessee cannot promptly renew the leases or re-lease the space, or if the rental rates upon renewal or re-leasing are
significantly lower than expected rates, then the Property’s results of operations and financial condition will be
adversely affected. Although the Master Lessee is responsible for the cash shortfalls between the operating cash
flow and the Master Lease payments due to the Tenants in Common, prospective investors should be aware that the
Master Lessee is a newly formed entity with no substantial assets other than its lease interest in the Property under
the Master Lease and the Master Lessee Reserve. Accordingly, developments that negatively impact the Property’s
results of operations could adversely affect the ability of the Master Lessee to make payments to the Tenants in
Common. Consequently, the Property’s cash flow and ability to service debt and support distributions to the
Tenants in Common would be reduced. If the Master Lessee has one or more vacancies, it may be at a competitive
disadvantage compared to other buildings in attracting replacement tenants. See “The Property — Description of
Tenant Leases.

The financial performance of the Property will depend upon the financial stability of its tenants. The
financial stability of the tenants of the Property may affect the ability of the Master Lessee to meet its obligations to
the Tenants in Common under the Master Lease. Tenant defaults could result in a significant reduction in rental
revenues, which could require the Tenants in Common to advance additional cash or obtain alternative financing to
meet obligations under the Mortgage Loan. Also, a tenant’s termination of a tenant lease (to the extent permitted
under such tenant lease) or a tenant’s cessation of operations could have a negative impact on the business of other
tenants and their ability to continue to make rent and expense payments. Furthermore, a tenant in bankruptcy could
reject its lease, reduce or delay payment of its shared operating expenses and taxes and delay the Master Lessee’s
receipt of rent payments, In addition, the costs and time involved in enforcing rights under the lease with a tenant,
including eviction and re-leasing costs, may be significant. The financial stability of tenants may change over time.
Any downgrading of a tenant’s credit rating or adverse change in its financial condition may negatively affect the
value of the Property in which it leases space.

The Property is subject to risks relating to its local real estate market. The Northern Kentucky
submarket has experienced declining occupancies over the past several years after the strong occupancies of the
1990°s. This decline was due to the combination of new product coming on-line simultaneously with the slowdown
in growth due to the national recession. The Northern Kentucky submarket had a vacancy rate of 27.9% as of the
4™ Quarter of 2006. Although it is believed that conditions for the office rental markets in the Northern Kentucky
submarket should continue recent improvement in the near future, declines in the economy and real estate market
could cause vacancy rates to increase and could adversely affect the ability of the Tenants in Common to sell or
refinance the Property under favorable terms. The factors which could affect economic conditions in the market
generally include business layoffs, industry slowdowns, relocations of businesses. changing demographics,

increased telecommuting, infrastructure quality and any oversupply of or reduced demand for real estate. Declines
in the condition of the market could diminish the performance of your investment and value of the Property.

Because real estate investments are illiquid, the Tenants in Common may not be able to sell or
refinance the Property when appropriate. Real estate investments generally cannot be sold or refinanced quickly.
The Tenants in Common may not be able to sell the Property promptly in response to economic or other conditions.
The Master Lessee may not have an incentive to cause the Property to be sold or refinanced, and the presence of the
Master Lease may limit the ability of the Tenants in Common to sell or refinance the Property. In addition, the
Tenants in Common Agreement requires the unanimous approval of the Tenants in Common for a sale or
refinancing of the Property to occur, which may be either delayed or unlikely. This inability to respond promptly to
changes in the performance of investments could adversely affect the Property’ financial condition and
disbursements to the Tenants in Common.



If reserve amounts prove insufficient, the Tenants in Common may have to advance additional cash.
The Tenants in Common will likely fund Mortgage Lender-required reserves and escrows relating to the capital
Tepairs, tenant improvements, taxes and insurance of the Property, whereas the Master Lessee will be responsible for
all costs and expenses relating to the operation and management of the Property. If these reserves are not sufficient,
then the Tenants in Common would be required to either make additional cash payments or obtain additional funds
through borrowing, if available and permitted under the applicable Mortgage Loan. Accordingly, the Tenants in
Common should have adequate liquid assets available to fund future cash advances. If the Master Lessee is unable
to service the Mortgage Loan due to inadequate cash flow, the Mortgage Lender could foreclose on the Property and
the Tenants in Common could lose their entire investment.

The Tenants in Common have limited recourse under the Purchase Agreement and Master Lease.
The Seller of the Property is selling the Property in “as is” condition on a “where is” basis and “with all faults,”
without any warranties of merchantability or fitness for a particular use or purpose. In addition, the Interest
Purchase Agreement and Escrow Instructions (the “Purchase Agreement”) contains only limited warranties,
representations and indemnifications that will only survive for a limited period after the closing. Also, the Master
Lessee has no assets other than its interests in the Master Lease, the underlying leases with the tenants of the
Property and the Master Lessee Reserve. If drawn upon, the Master Lessee will replenish the Master Lessee
Reserve only to the extent it receives cash flow from the Property in excess of its obligations under the Master
Lease. As such, Tenants in Common have little or no recourse for any deficiencies in the Property that could
adversely affect its value or any liabilities resulting from a failure of the Master Lessee to perform under the Master
Lease.

Changes in laws could adversely affect the Property. Various federal, state and local regulations, such
as fire and safety requirements, environmental regulations, the Americans with Disabilities Act of 1990 (the
“ADA”), land use restrictions and taxes affect the Property. If the Property does not comply with these
requirements, the Tenants in Common may incur governmental fines or private damage awards. New, or
amendments to existing, laws, rules, regulations or ordinances could require significant unanticipated expenditures
or impose restrictions on the development, construction or sale of the Property. The November 20, 2006 Property
Condition Report (the “Property Condition Report”) prepared by EBI Consulting, an independent real estate
research and consulting firm (“EBI Consulting”), indicates that the Property was constructed prior to the enactment
of the ADA and was not likely in full conformance with the ADA when first occupied. The report indicates,
however, that subsequent renovations and more recent construction at the Property that included ADA modifications
appear to have mitigated original ADA deficiencies. Although the Property Condition Report indicates that the
Property generally appears to be in general conformance with ADA guidelines for buildings constructed prior to the
enactment of the ADA based upon visual observation of the Property’s public areas, the Property was not subjected
to a comprehensive review for ADA compliance. As such, no assurance can be given that the Property is in full
compliance with ADA requirements. Portions of the Property that are renovated in the future will be required to
comply with ADA and other laws, rules, regulations and ordinances and amendments thereto promulgated after the
building on the Property was constructed, which could substantially increase the costs of such renovations. Such
laws, rules, regulations or ordinances may adversely affect the ability of the Tenants in Common to operate or re-sell
the Property or Interests.

Environmental prnhleme are pnccihle and can be costly. Federal, state and local laws and rPgn]aﬁan

relating to the protection of the environment may require a current or previous owner or operator of real estate to
investigate and clean up hazardous or toxic substances or petroleum product releases at or affecting the Property.
The owner or operator may have to pay a governmental entity or third parties for property damage and for
investigation and clean-up costs incurred by such parties in connection with any such contamination. These laws
typically impose clean-up responsibility and liability without regard to whether the owner or operator knew of or
caused the presence of the contaminants. Even if more than one person may have been responsible for the
contamination, each person covered by the environmental laws may be held responsible for all of the clean-up costs
incurred. In addition, third parties may sue the owner or operator of a site for damages and costs resulting from
environmental contamination emanating from that site.

Recently there have been an increasing number of lawsuits against property owners and managers alleging

personal injury and property damage caused by the presence of toxic molds. Some of these lawsuits have resulted in
substantial monetary judgments or settlements. Insurance carriers exclude mold related claims from standard
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policies and price mold endorsements at prohibitively high rates. No assurance can be given either that an
undetected mold condition does not exist at the Property or that a mold condition will not arise in the future.

The Phase I Environmental Site Assessment report identified no existing environmental conditions at
the Property but may not reveal all environmental liabilities at or potentially affecting the Property. The
Phase I Environmental Site Assessment report (“Phase I”), dated November 22, 2006, for the Property prepared by
EBI Consulting of Burlington, Massachusetts ("EBI Consulting”) did not not uncover any recognized environmental
conditions at the Property. However, the Phase I identified a "Historical Recognized Environmental Condition"
("HREC"). Toluene contamination was discovered at the Property in 1990 related to a spill caused from the
cleaning of paving equipment following the paving of the parking lot area. On August 22, 1990, soil was excavated
from the site and placed in sealed roli-off dumpsters and removed from the Property. The Phase I reports that Foppe
Thelen Group concluded that removal of the toluene contaminated soil from the Property is complete and therefore,
the Phase I states that no further action is recommended. However, the Phase I may not reveal all environmental
liabilities at or potentially affecting the Property. The Tenants in Common and one or more individual direct or
indirect principals thereof may be required to agree to perform all required remedial work, and indemnify the
Mortgage Lender for losses that may occur as a result of the presence of hazardous materials on the Property or any
violation of environmental laws, regulations, rules or other requirements of any governmental agency or authority
relating to public health or the environment, with a possible exception for pre-existing environmental conditions. As
such, you could have personal liability for the costs of remediating environmental contamination at or emanating
from the Property.

Insurance may not cover all losses relating to the Property. The Master Lessee will arrange for
comprehensive insurance for the Property, which is customarily obtained for similar properties in the area, including
insurance covering floods, hurricanes and earthquakes. Due to recent events, including Hurricane Katrina, the costs
of obtaining such insurance have increased and may negatively affect the cash flow from the Property and,
potentially, the value of the Interests. Cabot Acquisition believes that the increased costs of insurance have been
reflected in the purchase price for the Property and accounted for in the financial projections for the Property.
However, there are certain types of losses, generally of a catastrophic nature (such as wars and certain acts of
terrorism), which are either uninsurable or not economically insurable. If a loss occurs that is partially or
completely uninsured, you may lose all or a part of your investment. The Tenants in Common may be liable for any
uninsured or underinsured personal injury, death or property damage claims.

In addition, the occurrence of a casualty resulting in damage to the Property could decrease or interrupt the
payment of tenant rentals. Tenant leases generally permit the tenants to partially or completely abate rental
payments during the time needed to rebuild or restore damaged premises, and the tenants may have the right to
terminate their leases altogether in the event of a casualty occurring at the Property. Even if business interruption
insurance covers lost rental income, a significant delay could substantially damage the tenants’ business or allow
them to terminate their leases, thereby diminishing the value of the Property. These events may also result in a
reduction in cash flows or in the value of Interests.

As a result of the terrorist attacks of September 11, 2001, insurance carriers have created exclusions for
losses relating to terrorism from “all risk” insurance policies. While separate terrorism insurance coverage is
available in certain instances, premiums for such coverage are generally very expensive, with-very-high-deductibles:—e—

Moreover, the terrorism insurance coverage that is available typically excludes coverage for losses from acts of
foreign governments as well as nuclear, biological and chemical attacks. Accordingly, it is unlikely that the
Property will be insured against all types of terrorist attacks.

The appraised value of the Property is lower than the investiment cost of the Tenants in Common.
According to the Appraisal, the “as is” market value for the Property was determined to be $24,100,000, which is
lower than the $29,750,000 aggregate of the cash purchase price for the Interests and the amount of the Mortgage
Loan (including upfront reserves of 2,545,000). As such, the Interests of the Tenants in Common will be subject to
immediate dilution and the Tenants in Common may recover less than their invested capital upon any eventual sale
or refinancing of the Property. There can be no assurance that the value of the Property will appreciate or, if it does,
that it will appreciate at a rate sufficient to provide a positive return on investment.

11



The purchase price of the Property includes fees and other charges. Cabot Acquisition will increase
the aggregate purchase price of Interests above Cabot Acquisition’s acquisition cost with respect to the Property to
cover selling and real estate commissions, loan fees, transfer taxes, legal and accounting expenses and other costs
associated with the acquisition and the Offering. These additional costs could cause the cost of your investment in
an Interest to exceed your pro rata share of the market value of the Property. In order to make a profit on a sale of
the Property or any Interest, the Tenants in Common will need to receive sufficient proceeds to recover the added
acquisition costs included in the original purchase price as well as any costs related to the disposition of the Property
or Interest.

Legal Counsel to Cabet Acquisition and the Master Lessee does not represent the Purchaser. Each
Purchaser must acknowledge and agree in the Purchase Agreement and Escrow Instructions that legal counsel,
including Tax Counsel, represent Cabot Acquisition, the Sponsor, the Master Lessee and their Affiliates and does
not represent, and shall not be deemed under the applicable codes of professional responsibility, to have represented
or to be representing, any or all of the Purchasers.

The Property will be Subject to Risks Associated with Debt Financing

General. The Tenants in Common will assume the Mortgage Loan in the amount of $18,000,000,
representing a loan to total capitalization ratio of 60.50%, based on the $29,750,000 aggregate amount of the cash
purchase price for the Interests and the amount of the Mortgage Loan (including the reserves that the Mortgage
Lender will hold back from the Mortgage Loan). The loan to appraised value ratio is 74.69% based on the appraised
“as is” value for the Property of $24,100,000.

Initial interest-only payments during the first five years of the Mortgage Loan. Cabot Acquisition
anticipates that the Mortgage Loan will be interest-only for the first five years, and thereafter require also principal
payments amortized over a 30-year period. Pursuant to a rate lock agreement with the Mortgage Lender, the annual
interest rate of the Mortgage Loan has been locked at 5.67% until February 10, 2007. Assuming an interest rate of
5.67%, the interest-only payment on the Mortgage Loan would be payable in equal monthly payments of
approximately $86,231 during the first five years, and principal and interest would be payable in equal monthly
payments of approximately $105,029 during the last five years of the Mortgage Loan. There can be no assurance
that the income from the Property will be sufficient to support these increased payments. As a result of any
shortfall, the Master Lessee may be forced to postpone capital expenditures necessary for the maintenance of the
Property. Alternatively, the Tenants in Common may have to dispose of the Property or refinance the Mortgage
Loan. As it is expected that under the Mortgage Loan principal payments will only be made during the last two
years of the seven-year holding period, any sale of the Property will have to reflect a significant appreciation in the
value of the Property for the Tenants in Common to receive a positive return on their investment as a result of such
sale. There can be no assurance that the Tenants in Common will be able to sell the Property upon acceptable terms,
if at all. In addition, even if refinancing is available, the terms of such refinancing might not be as favorable as the
terms of the Mortgage Loan.

Re-sale or re-financing risks. The ability of the Tenants in Common to repay the Mortgage Loan will
depend in part upon the sale, refinancing or other disposition of the Property prior to the date such amounts become
due. There can be no assurance that any such sale or refinancing can be accomplished at any specific time, if at all.

Ti addifion, it may 1ot be possible fo consummate any sale, refinancing or disposition on such terms and conditions
as will permit the Tenants in Common to repay the outstanding principal amount of any indebtedness. Capital
market conditions in the future may affect the availability and cost of real estate loans, making real estate financing
difficult or costly to obtain, and such loans may not be available at all. In the event the Tenants in Common are
unable to sell or refinance the Property prior to the anticipated repayment date of any indebtedness, the Tenants in
Common will be required to obtain the necessary funds through additional borrowings, if available. If additional
funds are not available from any source, the Tenants in Common may be subject to the risk of losing the Property
through foreclosure.

Joint and several obligation. Cabot Acquisition expects that any Mortgage Loan will be made on a joint

and several basis to the Tenants in Common. This means that, upon an uncured event of default on the Mortgage
Loan, the Mortgage Lender may exercise its remedies against one, several or all of the Tenants in Common. While
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the use of bankruptcy-remote Single Purpose Entities should limit your general liability to the value of your Interest,
if you are unwilling to assume the risks associated with joint and several liability, you should not invest in Interests.

Carve-outs to nonrecourse liability on the Mortgage Loan. Cabot Acquisition anticipates that the
Mortgage Loan will be nonrecourse, meaning that the Mortgage Lender may only seek recovery from the liquidation
of the Property for any amounts which remain due under the Mortgage Loan after a default. However, it is
anticipated that the Mortgage Loan will contain the following “carve-outs”, among others, to the nonrecourse
provisions allowing the Mortgage Lender to proceed, under certain circumstances, against the assets of a Tenant in
Common, in addition to foreclosing on the Property, to recover any loss, cost, expense, damage, claim or other
obligation to the Mortgage Lender in the event of any of the following actions or inactions, among others, taken by
such particular Tenant in Common, or its owners or affiliates:

¢ entering into subordinate financing or encumbering the Property or their Interest;

o failing to comply with the provisions of the Mortgage Loan related to the maintenance of their
Single Purpose Entity as a separate, bankruptcy remote entity with adequate capital;

¢ misapplication of funds derived from the Property;

e taking any action to delay or impair the Mortgage Lender’s ability to preserve, enforce or
foreclose on its lien on the Property;

o transfer of an Interest or a majority of the membership interests in the Tenant in Common without
the Mortgage Lender’s approval;

s  material waste of the Property;

e criminal wrongdoing leading to a seizure of the Property or any interest of the Mortgage Lender
therein; or

e violations of environmental laws on or pertaining to the Property.
It is also anticipated that the Mortgage Loan will provide for certain springing liabilities pursuant to which
a Tenant in Common would incur liability for repayment of the full amount of the Mortgage Loan as a result of the
following actions or inactions, among others, taken by such Tenant in Common, or its owners or affiliates:
o fraud or material misrepresentation in connection with the Mortgage Loan;
s commencement of a partition action against the Property;

e  entering into any amendment or termination of the Tenants in Common Agreement or Master
Lease without the prior consent of the Mortgage Lender; or

e  bankruptcy, insolvency, receivership, liquidation, winding up or similar type of proceeding of
such Tenant in Common, or consenting to, acquiescing in, arranging or otherwise participating in
bringing about the institution of such petition or proceeding against such Tenant in Common.

While the use of a Single Purpose Entity to hold the Interests will generally limit the liability for these

carve-outs and springing liabilities to the assets of the Single Purpose Entity (i.e. the Interest itself), if a purchaser
fails to maintain formalities required for formation and operation of its bankruptcy-remote, Single Purpose Entity
under state law, with a distinct identity from that of its owners, then the purchaser would have personal liability for
the liability accruing as a result of the aforementioned non-recourse carve-outs and springing liabilities.

The Mortgage Lender will also likely require at least one individual that is a direct or indirect principal of a
Tenant in Common purchaser of an Interest to execute a Guaranty Agreement (the “Guaranty Agreement™) pursuant
to which such individual will guaranty repayment of all losses incurred by the Mortgage Lender as a result of any of
the following circumstances, among others, occurring as a result of their own or their Single Purpose Entity’s
actions or inactions:

s  encumbrance on the Property in violation of the Mortgage Loan documents;
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s material breach or default of the requirement that the Single Purpose Entity be properly
maintained as a bankruptey remote Single Purpose Entity;

e misapplication of any funds received from the Property in violation of the Mortgage Loan
documents;

¢ filing of any action that delays or impairs the Mortgage Lender’s ability to foreclose on the
Property or otherwise preserve or enforce its lien;

e transfer of an Interest or a majority of the membership interests of the Single Purpose Entity
without the Mortgage Lender’s approval;

» material waste of the Property;
e  criminal wrongdoing that results in seizure or forfeiture of the Property; or
e removal or disposal of any portion of the Property after an event of default.

It is also anticipated that the Guaranty Agreement will provide for certain springing liabilities pursuant to
which the individual guarantor would incur personal liability for repayment of the full amount of the Mortgage
Loan as a result of the following actions or inactions, among others, taken by such individual, its Special Purpose
Entity or their affiliates:

e fraud or material misrepresentation in connection with the Mortgage Loan;
e commencement of a partition action against the Property;

e  entering into any amendment or termination of the Tenants in Common Agreement or the Master
Lease without the prior consent of the Mortgage Lender; or

e  bankruptcy, insolvency, receivership, liquidation, winding up or similar type of proceeding of the
purchaser’s Special Purpose Entity, or consenting to, acquiescing in, arranging or otherwise
participating in bringing about the institution of such petition or proceeding against such Special
Purpose Entity.

Investors should review carefully the Mortgage Loan documents, the Note and the Guaranty Agreement for
further clarification of these potential obligations.

" If an environmental insurance policy is not obtained on the Property, each Tenant in Common and one or
more of its principals may be required to agree to perform all remedial work required by, and indemnify the
Mortgage Lender for losses that may occur as a result of, the presence of hazardous materials on the Property or any
violation of environmental laws, regulations, rules or other requirements of any governmental agency or authority
relating to health, the environment or hazardous substances. The Master Lessee will indemnify the Tenants in
Common for losses caused by the conduct of the Master Lessee under the Master Lease.

Mortgage Loan assignment, prepayment, defeasement and anticipated holding period. At the time of
any sale of the Property or any portion thereof, the Mortgage Loan must be either assumed, defeased or prepaid.

The-Mortgage Lender mustapprove any Mortgage Toan assumption and may proibif assumption in its sole
discretion. If an assumption of the entire Mortgage Loan by a single purchaser of the Property is approved, the
Mortgage Lender will charge a 1% loan assumption fee. The Mortgage Loan cannot be prepaid prior to the four
months prior to the maturity date of the Mortgage Loan. Provided that no default under the Mortgage Loan has
occurred, the Tenants in Common can elect to defease the Mortgage Loan and obtain the release of the Property
from the Mortgage Lender’s security interest at any time after the earlier of four years after closing of the Mortgage
Loan or two years after the date on which the Mortgage Loan is securitized. The costs of defeasance may be
prohibitive. To defease the Mortgage Loan, the Tenants in Common would have to provide substitute collateral in
the form of a defeasance account consisting of government securities which would provide income sufficient to pay
principal and interest to the Mortgage Lender under the Mortgage Loan as such becomes due through maturity. If
interest rates declined prior to the establishment of the defeasance account, government securities of greater value
would have to be included in the defeasance account; if interest rates increased, the required initial value of the
government securities generally would be lower. Finally, if assumption of the Mortgage Loan is not possible, the
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ability of the Tenants in Common to prepay the Mortgage Loan likely will depend on the availability of financing to
a prospective purchaser, and there can be no assurance that such financing will be available on favorable economic
terms, if at all. All of these factors may adversely impact the ability of the Tenants in Common to sell the Property.

The Tenants in Common may be subject to additional risks upon the sale of the Property. Upon the
sale of the Property, the Tenants in Common may have to take as partial payment, purchase money obligations in the
form of a note and deed of trust, a note and mortgage or an agreement of sale or other form of security instrument.
To that extent, the receipt of the sales proceeds by the Tenants in Common may be delayed until the maturity of
such obligations. The Tenants in Common also would be subject to the risk that the purchaser may default in the
payment or satisfaction of any such obligation to the Tenants in Common and to the necessity of cooperating in the
process of enforcing their collective rights under the purchase money note and security instruments. In addition, the
Tenants in Common may be required to report taxable gain on the disposition of the Property without receiving sales
proceeds in the form of cash sufficient to satisfy any tax liabilities. Any sale of the Property must be consented to
by all of the Tenants in Common (subject to the rights of 80% or more of the Tenants in Common to purchase the
Interest of any dissenting Tenant in Common under the Call Agreement, as described in the section entitled
“Summary of the Agreement to be Entered into by the Investors — Call Agreement”).

Mortgage Loan covenants could adversely affect the value of Interests. Cabot Acquisition anticipates
that the Mortgage Loan will contain customary negative covenants that, among other things, limit the ability of the
Tenants in Common, without the prior consent of the Mortgage Lender, to further mortgage the Property, or to sell,
prepay or refinance the Property. Additional restrictions may include the following.

e  Mortgage loan restrictions on transfer. The Mortgage Lender may have the right to approve any
transfer or encumbrance of an Interest or any membership interest in a Single Purpose Entity. The
Mortgage Loan documents may impose further restrictions or transfers, including the payment of
transfer fees. Any non-approved transfer or encumbrance, including an involuntary transfer or
encumbrance, may result in a default under the terms of the Mortgage Loan.

o Cash flow sweep. The Mortgage Loan may contain a hyperamortization or cash flow sweep clause
that requires all rents and profits to be applied to amounts due under the Mortgage Loan in the
event of a default under the Mortgage Loan. If triggered, the Tenants in Common would not
receive direct cash flow from the Property until such default is cured.

Availability of financing and market conditions. It is possible that the Mortgage Lender may not close
the Mortgage Loan prior to the expiration of the rate lock agreement with the Mortgage Lender or at all, in which
case Cabot Acquisition would have to secure an acquisition loan from another lender, or the Mortgage Loan may be
obtained on terms substantially different from those described in this Memorandum. Market fluctuations in real
estate financing also may affect the availability and cost of funds needed in the future for the Property. In addition,
credit availability has been restricted in the past and may become restricted again in the future. Restrictions upon
the availability of real estate financing or high interest rates for real estate loans could adversely affect the Property
and the ability of the Tenants in Common to refinance or to sell the Property at a profit or at any price.

— Risks-Related to-Mezzanine Lender- SPE

Additional Cost of Capital. A Mezzanine Loan is a source of leverage. While leverage may increase the
return on invested capital, it increases risk in the event that the cash receipts from the operation of the Property are
insufficient to meet the principal and interest payments on the indebtedness. In addition, the cost of borrowing, in
the form of interest charges and other expenses, might significantly reduce the profits or increase losses resulting
from operation of the Property.

Adequacy of Funds for Operations or Capital Expenditures. There can be no assurance that the
aggregate amount of reserves and any Mezzanine Loans will be sufficient to cover the costs of operating the
Property. To the extent that expenses increase, unanticipated expenses arise, or additional capital expenditures are
necessary, and accumulated reserves and the amount of Mezzanine Loans are insufficient to meet such expenses, the
Tenants in Common would be required to make cash advances or obtain additional funds through borrowing from
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other sources, if available. Therefore, purchasers of Interests will need to have adequate liquid assets available to
make such additional cash advances, or, if available, borrow from other sources.

No Obligation to Fund Mezzanine Loan. Even if formed, Mezzco will have no obligation to fund a
Mezzanine Loan. It is anticipated that Mezzco will seek to obtain a loan that would enable it to lend the Tenants in
Common a certain fixed amount on a Property, but will have no obligation to do so. There can be no assurance that
Mezzco will be able to obtain any such loan on terms satisfactory to Mezzco and the Tenants in Common. In
addition, because the decision to obtain a Mezzanine Loan is made by the Master Lessee (subject to the unanimous
approval of the Tenants in Common), the Tenants in Common cannot require Mezzco fo make a Mezzanine Loan.
To the extent that the Master Lessee does not seek a Mezzanine Loan or to the extent that reserves and any
Mezzanine Loan are insufficient to cover costs associated with the Property, the Tenants in Common will be
required to make cash advances or obtain additional funds through borrowing from other sources, if available, to
cover unexpected costs. Therefore, purchasers of Interests will need to have adequate liquid assets available to
make such additional cash advances, or, if available, borrow from other sources.

Conditions to Mortgage Lender Consent to Mezzanine Loan. It is anticipated that the Mortgage
Lender’s consent to a Mezzanine Loan will be subject to a number of conditions. If these conditions are not
satisfied, Mezzco will be unable to make a Mezzanine Loan. In addition, even if the conditions are satisfied, the
Mortgage Lender may only approve a Mezzanine Loan from Mezzco. In the event that the Tenants in Common
sought to obtain a Mezzanine Loan from any other party, a separate consent from the Mortgage Lender would need
to be obtained.

Joint and Several Obligation. We expect that the Tenants in Common will be jointly and severally liable
for any Mezzanine Loan, so that, upon an uncured event of default, Mezzco could exercise its remedies against one,
several or all of the Tenants in Common. However, because each purchaser will hold his or her Interest through a
Single Purpose Entity, the purchaser's liability under the Mezzanine Loan will generally be limited to the value of
the purchaser's Interest.

Mezzco Not Controlled by Sponsor or an Affiliate. The Sponsor or its affiliate will own no more than
49% of the membership interests in Mezzco. As a result, the Sponsor or its affiliate will not have the ability to
direct and control the actions Mezzco without the consent of the other members of Mezzco.

Mezzco Becomes Related to Sponsor. If you intend to acquire an Interest pursuant to a Section 1031
Exchange, you should be aware that the Interest must be treated as an interest in real property and not as an interest
in a partnership in order for you to be eligible to use the Interest as part of a Section 1031 Exchange. If the Sponsor
were to own more than 50% of the membership interests in Mezzco, the Sponsor would be a related person with
respect to Mezzco, and the risk that the IRS could successfully characterize Interests in the Property as partnership
interests would significantly increase. The opinion of Tax Counsel that the Interests should be treated as interests in
real estate and not as interests in a partnership is based, in part, on the assumption that no lender with respect to any
debt that encumbers the Property or with respect to any debt incurred to acquire an undivided interest in the Property
is a related person to any co-owner, the sponsor, the manager, or any lessee of the Property within the meaning of
Sections 267(b) and 707(b) of the Code. For this reason, the operating agreement of Mezzco will prohibit Sponsor
or its affiliates from owning more than a 49% interest in the capital or profits of Mezzco at any time. In the event

however, that Sponsor or its affiliate were to acquire more than a 50% interest in Mezzco for any other reason, this
could cause them to become a related person with respect to Mezzco. In addition, because the Sponsor and its
affiliates are prohibited from owning more than a 49% interest in Mezzco, one or more third parties would have to
be identified that would be able to provide 51% of Mezzco’s capital. At the current time, the Sponsor has not
identified any such third party. In the event suitable third parties cannot be found, Mezzco would be unable to make
any Mezzanine Loan.

Risks Related to Ownership and Operation of the Property as Tenants in Common

Control over Property management. An affiliate of Cabot Acquisition will act as Master Lessee for the
Property. The Master Lessee will have the right to oversee and supervise the management and operation of the
Property on behalf of the Tenants in Common, including the timing and amount of cash flow payments to the
Tenants in Common, if any. There can be no assurance that the Master Lessee will be able to retain its key
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employees or that its manager will be able to provide it with sufficient support to manage the Property effectively.
If the Master Lessee is unable to manage the Property effectively due to a deterioration in the financial condition of
its manager, the resignation, death or incapacity of any key employees or other factors, the value of the Property
could be adversely affected. In addition, the Master Lessee will not have substantial assets, which may limit its
ability to meet its financial obligations and to oversee the management of the Property. There can be no assurance
that any established reserves will be sufficient to cover any losses incurred by excess cash flow demands upon the
Master Lessee. You should not purchase Interests unless you are willing to entrust the Master Lessee and its
affiliates with the management of the Property.

The Master Lease will have a term of 20 years and will not be renewable. If the Master Lease is
terminated, the Master Lessee would no longer control the day-to-day operations of the Property and the Tenants in
Common would need to appoint another Master Lessee. Under the terms of the Mortgage Loan, it is anticipated that
the failure of the Tenants in Common to appoint a master lessee acceptable to the Mortgage Lender will be an event
of default. The Tenants in Common may not be able to arrange for another acceptable master lessee, and any
successor master lessee may not be successful in managing the Property.

Investors will be subject to risks relating to their ownership of the Property as tenants in common.
Ownership of the Property by multiple Tenants in Common creates risks related to shared control of the Property,
including the following:

o Inability to make independent decisions regarding the Property. The Tenants in Common
Agreement requires unanimous approval of the Tenants in Common for certain actions, including
a sale or refinancing of the Property or the lease of the Property but not any sub-lease of the
Property while the Master Lease is in effect. Because major decisions relating to the Property
require unanimous consent of the Tenants in Common, a single Tenant in Common would be able
to block the intended actions of the other Tenants in Common. While the Call Agreement and the
Tenants in Common Agreement provide limited opportunities to the Tenants in Common and
Master Lessee to acquire the Interests from dissenting Tenants in Common, they do not eliminate
all of the difficulties of making decisions regarding the Property by unanimous consent.

e  Other Tenants in Common may not properly perform their obligations. Other Tenants in Common

may breach their obligations under the agreements relating to the Property, which may cause a
default under the Mortgage Loan, violate applicable securities laws or have other adverse
consequences. In addition, if 2 Tenant in Common fails to make required additional cash
advances, the resulting cash shortfall may cause Mortgage Loan defaults or otherwise adversely
affect the Property. Although the Tenants in Common have the right to fund the additional cash
advances of a nonpaying Tenant in Common under the Tenants in Common Agreement and the
right to acquire the Interest of a nonpaying Tenant in Common under the Call Agreement, there is
no assurance that the nonpaying Tenant in Common will meet its obligation to fund additional
cash advances.

e  Actions for partition of the Property. Each Tenant in Common will have the right to bring an

actionto-partitionthe-Property; subject to-toanand-other restrictionsHany - Temant i Common

brings a permissible partition action, the subject court may order a sale of the Property, a division
of the Property among the Tenants in Common or other relief; however, the Tenants in Common
Agreement provides that the other Tenants in Common and then the Master Lessee may buy at fair
market value the undivided Interest of the Tenant in Common bringing the partition action. Cabot
Acquisition anticipates that the bringing of a partition action will constitute an event of default
under the Mortgage Loan that would thereby subject the Tenant in Common bringing such action
and its owner(s) to full recourse liability with respect to the Mortgage Loan, and, potentially, this
liability would include the full amount due under the Mortgage Loan.

s  Bankruptcy of a Tenant in Common. The bankruptey or insolvency of a Tenant in Common may
adversely affect the Interests of the other Tenants in Common. For example, a Tenant in Common
or its trustee in a bankruptcy proceeding may try to reject and terminate the Tenants in Common
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Agreement, the Master Lease or other agreements. In addition, a bankruptcy or insolvency will
likely constitute an event of default under the Mortgage Loan, in which case the Mortgage Lender
would have the right to accelerate the Mortgage Loan and to seek foreclosure and other remedies.
It is unlikely that any claims against a bankrupt Tenant in Common would be paid in full, if at all.
The Tenants in Common Agreement allows the other Tenants in Common and the Master Lessee
to acquire their proportionate shares of the Interest of any bankrupt Tenant in Common. However,
because the ability of the other Tenants in Common to enforce these rights against a Tenant in
Common in bankruptey is questionable, they may not be able to acquire such Interest.

e Failure to Provide Additional Funds. In the event that the Master Lease is terminated or the
Tenants in Common otherwise become obligated to make any payments with respect to the
ownership, operation, management and maintenance of the Property, as a result of the Master
Lessee’s default or otherwise, the Tenants in Common Agreement requires each Tenant in
Common to pay its pro rata share of all funds needed to cover any such expenditures and to
indemnify each other for any failure to pay their pro rata share, with interest thereon at a rate of
10%. Failure to make required cash payments may also result in a reimbursement obligation to
the other Tenants in Common, withholding of disbursements and liens against the undivided
interest of the nonpaying Tenant in Common. Any failure by a Tenant in Common to pay its pro
rata share to cover excess capital expenditures and operating expenses may require the other
Tenants in Common to fund more than their pro rata share of such expenditures to protect their
investment and, in exfreme cases, the Tenants in Common could lose their entire investment in the
Property. The Call Agreement grants a purchase right with respect to the Interest of a Tenant in
‘Common that fails to make its required payments under the Tenants in Common Agreement
following notice of such delinquency and the expiration of a cure period.

The difficulties and risks relating to tenant-in~common ownership may negatively impact the value of the
Interests so that the amount derived from a sale of an Interest in the Property would be less than the pro rata amount
derived from a sale of the Property as a whole.

The Tenants in Common may not have any fiduciary duties to each other and the Master Lessee and
Sponsor will not have any fiduciary duties to the Tenants in Common. It is unclear under applicable law
whether and to what extent a Tenant in Common will owe a fiduciary duty to the other Tenants in Common. As a
result, one or more Tenants in Common may take actions that would not be in the best interests of the other Tenants
in Common. Neither the Master Lessee nor the Sponsor will have a fiduciary duty to the Tenants in Common (as
would be applicable in the case of a limited liability company or partnership) and, therefore, the Sponsor and the
Master Lessee may take actions that would not be in the best interests of one or more of the Tenants in Common.

Cabot Acquisition and the Master Lessee may be subject to conflicts of interest. Cabot Acquisition
and its affiliates, including the Master Lessee, may have conflicting interests between their activities, roles and
duties for other entities and their activities, roles and duties on behalf of the Tenants in Common. For instance,
conflicts exist in allocating management time, services and functions among the Property and other entities. In
addition, Cabot Acquisition and its affiliates do not necessarily have an incentive to put the needs of the Tenants in

— Common-first- because-they-will receive-compensation-from-the-Tenants-in-Commeny-ineluding-significant-fees-and—————
other payments and reimbursements in connection with the acquisition, operation, refinancing and sale of the
Property, regardless of whether the Property or an investment in the Interests is profitable. In addition, Cabot
Acquisition, the Master Lessee and their affiliates may make decisions regarding the operation of the Property that
are intended to increase current net revenues, such as deferring maintenance and repair costs or entering into short
term or higher risk leases which may produce higher rents per square foot, at the expense of a more stable tenant
base because the Master Lessee’s compensation is based upon receipt of net rental revenues from the Property while
its obligations under the Master Lease are fixed. Such decisions may be inconsistent with the long-term goals of the
Tenants in Common as they may decrease the disposition value of the Property or increase the risk associated with
the tenants or the Property. Accordingly, the interests of Cabot Acquisition and its affiliates may differ from those
of the Tenants in Common. None of the arrangements or agreements described herein, including those relating to
compensation, is the result of arm’s-length negotiations.
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Offering Risks

If you defaunlt on your Purchase Agreement obligations, Cabot Acquisition may retain your good
faith deposit as liquidated damages. In the event that you default under the Purchase Agreement, Cabot
Acquisition may retain the amount of your good faith deposit (together with interest thereon) as liquidated damages.
As a result, you must carefully consider your ability to complete the purchase of an Interest and your financial
ability to incur the losses associated with a failure to complete such purchase.

Your ability to transfer Interests will be restricted. The Mortgage Loan documents will likely contain
significant restrictions on the transfer of Interests. In addition, any transfer would be subject to the restrictions on
transfer contained in federal and state securities laws, and a transfer may result in adverse tax consequences. It is
not anticipated that any market for Interests will develop, so the Tenants in Common may not be able to find a
willing purchaser for their Interests. Consequently, you may not be able to liquidate your investment in the event of
emergency or for any other reason, and Interests may not be readily accepted as collateral for a loan. You should
consider the purchase of Interests only as a long-term investment.

The Offering and the Interests are not registered with any governmental authority. Cabot Acquisition
will not register the Offering or the Interests with the Securities and Exchange Commission (the “Commission™) or
the securities agency of any state. Accordingly, the Offering and the Interests have not been reviewed or approved
by the Commission or any other securities regulatory authority. In addition, the laws relating to the offering of
tenant in common interests is unsettled, State agencies may claim that the Offering and the Interests are covered by
regulations established for real estate programs and investments, including laws regulating the activities of real
estate brokers or the offering of other real estate interests, such as condominiums, co-operatives and time-shares.

The Tenants in Common will not receive audited financial statements. Cabot Acquisition and the
Master Lessee will not obtain andited financial statements in connection with the acquisition of the Property. In the
absence of such audited financial statements, there will be no independent review or testing of the accounting
practices and procedures used by the Seller. Additionally, Cabot Acquisition does not anticipate that the Tenants in
Common will choose to obtain audited financial statements during their ownership of the Property. Accordingly,
there can be no assurance that the financial statements for the Property during the time it is owned by the Tenants in
Common will be substantially similar to statements completed on an audited basis.

The Property may not achieve projected results. The projections included in this Memorandum are
based upon current estimates of income and expenses relating to the operation of the Property. If the assumptions
with respect to demand for the Property do not prove correct, the actual results achieved from an investment in the
Property may vary materially from those anticipated.

Information obtained from third parties may not be accurate or complete — Inability to rely on third
party reports. Some of the data and information provided in this Memorandum has been obtained from
independent industry sources and from research reports prepared for other purposes. The Sponsor, Cabot
Acquisition, the Master Lessee and their affiliates have not independently verified the information obtained from
these sources and cannot ensure the accuracy or completeness of the information. If one of these third parties fails
to identify and disclose a risk in its report, the Tenants in Common could suffer a decrease in the value of their

Interests. In addition, the Appraisal, Property Condition Report and Phase I were prepared for and addressed to the
Sponsor. As such, you will not have the right to rely on the contents of such reports and, to the extent such reports
contain inaccuracies, you will not have a direct cause of action against the experts who prepared such reports.

Additional information not contained in this Memorandum. This Memorandum does not contain all of
the information that you should review prior to identifying the Property as a replacement property or investing in an
Interest. Additional diligence documentation, including a copy of the Appraisal, rent roll, loan documents, title
report, survey, market studies and reports and other important diligence documentation will be made available to
you after we receive your completed Purchaser Questionnaire and good faith deposit. You should not identify the
Property as a replacement property or invest in an Interest until you have reviewed all of such additional documents
and information.
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Inability to meet Minimum Offering Amount. Cabot Acquisition must complete the sale of the
Minimum Offering Amount of Interests on or before June 30, 2007, which date may be extended to December 31,
2007, in the sole discretion of Cabot Acquisition. If Cabot Acquisition fails to complete the sale of the Minimum
Offering Amount of Interests and is unable to obtain bridge financing upon acceptable terms, the Offering will be
terminated and the good faith deposits received from Investors will be returned, without interest.

Cabot Acquisition may retain ownership of Interests. Cabot Acquisition may close this Offering with
only 20% of the Interests having been sold to third parties. If this should occur, or if less than all of the Interests
offered are sold, Cabot Acquisition will retain the unsold Interests at the close of the Offering. Cabot Acquisition
may sell or transfer such Interests to its affiliates or other related persons. Such ownership may result in significant
contro] by Cabot Acquisition and its affiliates over decisions related to the Property, including any decision to
terminate the Master Lease or Consulting Agreement.

Tax Risks

General. There are substantial risks associated with the federal taxation of the purchase of an Interest,
particularly where the purchase is intended to be part of a Section 1031 Exchange. Prospective investors should
carefully read “Federal Income Tax Consequences™ before making an investment in the Interests.

Your purchase of an Interest may not qualify as a Section 1031 Exchange. Because the taxation of an
investment in the Interests depends on each investor’s particular circumstances, you must consult with and rely on
the advice of your own tax advisor with respect to the taxation of your investment. In addition, the opinions of Tax
Counsel set forth in its opinion only represent Tax Counsel’s best legal judgment as to the current status of the law.
It does not address the tax treatment of any individual investor or the effect of state tax laws. In addition, the facts
or assumptions in the opinion may prove incorrect, which would affect the conclusions stated in the opinion, and
there is no guaranty that the IRS will agree with the opinion. Accordingly, neither Cabot Acquisition nor Tax
Counsel makes any representation or warranty of any kind with respect to the acceptance by the IRS of your
treatment of any item on your tax return or of the tax consequences of a Section 1031 Exchange.

Code Section 1031 permits the identification of multiple replacement properties. The Treasury
Regulations promulgated under Code Section 1031 permit taxpayers to identify alternative and multiple replacement
properties within 45 days after disposing of their relinquished property. Taxpayers are permitted to identify three
properties without regard to the fair market value of the properties (the “three-property rule”), multiple properties
with a total fair market value not in excess of 200% of the value of the relinquished property (the “200% rule”), or
any number of properties if it acquires at least 95% of the identified properties (the “95% rule™). The Property
consists of two adjacent buildings and the land on which they are situated. Cabot Acquisition believes after
consulting with Tax Counsel that the Property should be treated as a single property for purposes of the three
property rule. However, Tax Counsel will not render an opinion on this issue. Prospective investors should seek the
advice of their tax advisors prior to subscribing for Interests or identifying the Property. In general, the
identification requirement also can be satisfied if replacement property is actually acquired by the last day of the
identification period. Because the identification rules of Code Section 1031 are strictly construed, a purchaser’s
exchange will not qualify for deferral of gain under Code Section 1031 if too many properties are identified or if the
deadlines for identification are not met. Prospective purchasers should seek the advice of their tax advisors prior to

subscribing for the Interests or identifying the Property.

Certain personal property that will be conveyed to the co-owners in connection with their acquisition
of the Property may not qualify as like kind property for purposes of Code Section 1031. Certain items of
personal property may be conveyed to the co-owners in connection with their acquisition of Interests iu: the Property.
For purposes of the identification requirements, items that are not like-kind to the primary property being exchanged
will be considered incidental to and not separate from the primary property being exchanged if, in standard
commercial transactions, the incidental property is typically transferred together with the primary property, and the
fair market value of the incidental property does not exceed 15% of the value of the primary property being
exchanged. Therefore, in such a case, a separate identification of the incidental personal property is not necessary.
However, because the purchase price for the Property has not been allocated between the real and personal property,
there is no assurance that the value of the personal property being conveyed does not exceed 15% of the value of the
remainder of the Property. Furthermore, regardless of whether a separate identification is necessary, the rules
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governing multiple property exchanges still apply and the receipt of the personal property may trigger tax on the
value thereof. Because the amount of purchase price that may be allocable to personal or intangible property (if any)
is unclear and may vary depending upon the circumstances, Tax Counsel will not render an opinion regarding the
tax treatment of such amounts. Any portion of the purchase price of an Interest that may be allocable to personal or
intangible property may be taxable as “boot” to the Investors. Therefore, each prospective investor must seek the
advice of a qualified tax adviser as to the proper treatment of such items.

If you are unable to acquire an Interest in the Property for any reason, your ability to effect a Section
1031 Exchange may be impaired. Your acquisition of an Interest in a Section 1031 Exchange is subject to a
number of uncertainties, including the following:

(i) Cabot Acquisition may not have acquired the Property at the time you identify an investment in an
Interest as replacement property. The timing of the ultimate purchase of the Property may be
uncertain and Cabot Acquisition may not be able to acquire the Property at all due to the failure of
closing conditions, the inability to fund the purchase under the Mortgage Loan or for other
reasons; and

(ii) Cabot Acquisition may choose not to accept your investment or your investment may be rejected
for other reasons.

Code Section 1031 requires that closing on replacement property must occur before the earlier of 180 days
after a taxpayer transferred its relinquished property or the due date of the taxpayer’s tax return for the tax year in
which the transfer of relinquished property occurred. Your acquisition of an Interest in a Section 1031 Exchange is
subject to a number of uncertainties, including those described above. Because of these uncertainties, you should
confer with your tax advisors to identify the maximum number of alternative replacement properties and to ensure
compliance with the applicable reinvestment deadlines of Code Section 1031. You should not identify only the
Property for your Section 1031 Exchange.

Funds from a Section 1031 Exchange may not be used for certain costs associated with the Property.
Each purchaser of an Interest will be obligated to pay its pro rata share of closing costs, financing expenses and
Mortgage Loan reserves. Each purchaser will also be required to pay $2,500 to cover costs of formation of its
Single Purpose Entity. Under certain conditions, these costs and reserves may not constitute property that is like-
kind to real property for purposes of Code Section 1031. You may elect to pay these costs with personal funds
separate from your Section 1031 Exchange funds or to designate a portion of the Mortgage Loan proceeds to be used
to pay such items. In some circumstances, however, paying such costs or funding reserves out of Mortgage Loan
proceeds may still result in the recognition of gain, depending on the particular facts and circumstances surrounding
a taxpayer’s Section 1031 Exchange. You must consult your own tax advisor regarding these costs and reserves and
their impact on any Section 1031 Exchange.

Tax consequences under state law. Some states adopt Code Section 1031 in whole, other states adopt it
in part, and still other states impose their own requirements to qualify for tax-deferred treatment under state law. In

addition, while many states follow federal tax law by treating single purpose limited liability companies as
na

-d;sregarded£nt:t;es other-state-laws jiitiag differ-and-could-resultin-the uupumuuu of income-orothertaxes-omrsuch
entities and an obligation to file a state tax or information return. Therefore, each Investor must consult his own tax
advisor as to the tax consequences of an Interest under state law.

Your tax liability may exceed your cash flow from an Interest. It is possible that your tax liability
attributed to an Interest may exceed the cash flow you receive with respect to your Interest. This may occur, for
example, where revenue from the Property is used for nondeductible operating or capital expenses of the Property or
to satisfy hyper-amortization requirements, if any, pursuant to any loan encumbering the Property. If your tax
liability exceeds your share of cash from the Property, the excess will be an out-of-pocket expense to you. The same
tax consequences may result from the voluntary or involuntary sale or transfer of an Interest and may produce
ordinary income or capital gain or loss.

The IRS may disallow various deductions. The availability, timing and amount of deductions or income
will depend not only on general legal principles but also on various determinations by the IRS that are subject to
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potential controversy on factual and other grounds. These determinations could include, among others, whether the
fees paid to the Master Lessee are deductible if the payments are deemed excessive or whether the allocation of tax
basis to buildings, land, leaseholds and personal property is appropriate. Because the deductibility of expenses is a
factual matter, Tax Counsel will not deliver any opinion concerning the timing or amount of deductions that may be
available to purchasers of Interests.

The IRS could assess penalties and interest in connection with the disallowance of deductions. In
connection with an audit that disallows any of your deductions, the IRS could assess significant penalties and
interest on tax deficiencies. The Code provides for penalties relating to the accuracy of tax returns equal to 20% of
the portion of the underpayment that is attributable to:

6] negligence or disregard of rules or regulations;
(ii) any substantial understatement of income tax; or

(iii) any substantial valuation misstatement in which the value of any property (or the adjusted basis) is
200% or more of the amount determined to be the proper valuation or adjusted basis.

The accuracy related penalties generally double if the property’s valuation is overstated by 400% or more.

In addition to these provisions, a 20% accuracy related penalty applies to listed or reportable transactions
having a significant tax avoidance purpose. This penalty is increased to 30% if the transaction is not properly
disclosed on the taxpayer’s federal income tax return. Failure to disclose such a transaction can also prevent the
applicable statute of limitations from tolling in certain circumstances and can subject the taxpayer to additional
disclosure penalties ranging from $10,000 to $200,000, depending on the facts of the transaction. Similarly, any
interest attributable to unpaid taxes associated with a non-disclosed reportable transaction may not be deductible for
federal income tax purposes.

Losses and credits from the Property will be subject to IRS limitations. The IRS treats income from
“passive activities” (i.e. trade or business activities in which the taxpayer does not materially participate) differently
from income from interest, dividends, salary or other active business income, referred to as “active” or “portfolio
income.” Investing in the Interests is a rental activity, which may generate passive income. Taxpayers may
generally use deductions, including interest deductions, from passive activities only to offset income from passive
trade or business activities, and not to offset active income. Similarly, tax credits from passive activities generally
are limited to the tax attributable to the income from passive activities.

A member of the Single Purpose Entity holding an Interest who is an individual or a closely-held
corporation will be unable to deduct losses, if any, from the Property to the extent that such losses from the Property
exceed the amount that the Tenant in Common has “at risk.” The initial amount at risk will equal the sum of the
cash paid for the Interest and the amount of recourse or qualified non-recourse financing used by the Tenant in
Common to acquire the Interest. The amount at risk will be reduced by the amount of cash received by the Tenant
in Common with respect to its investment in the Interest and any loss incurred with respect to the Interest and will be

iy RS 00 -by—-al-income-recognized—-with-respect-to-theInterest—You-must-consult-your-tax—advisor-as-to-the-—————— —

applicability of the at-risk rules to your investment.

Changes in federal income tax law. The discussion of federal income tax consequences contained in this
Memorandum is based on law presently in effect and certain proposed U.S. Treasury Regulations as appropriate.
Investors should be aware that new administrative, legislative or judicial action could significantly change the
federal income tax consequences of an investment in an Interest. Any such change may or may not be retroactive
with respect to transactions entered into or contemplated before the effective date of such change and could have a
material adverse effect on an investment in an Interest.

Tax shelter and reportable transactions. A taxpayer’s ability to claim privilege on any communication

with a federally authorized tax preparer involving a tax shelter. In addition, it requires taxpayers and material
advisors to comply with disclosure and list maintenance requirements for reportable transactions. Cabot Acquisition
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and Tax Counsel have concluded that the sale of an Interest should not constitute a reportable transaction.
Accordingly, Cabot Acquisition and Tax Counsel do not intend to make any filings under these disclosure or list
maintenance requirements. The IRS may not agree with this determination by Cabot Acquisition and Tax Counsel,
in which case significant penalties could apply to Cabot Acquisition if such rules are ultimately determined to be
applicable.

Alternative minimum tax. The alternative minimum tax applies to designated items of tax preference.
The limitations on the deduction of passive losses also apply for purposes of computing alternative minimum
taxable income. Prospective investors should consult with their own tax advisors concerning the applicability of the
alternative minimum tax.

Risk of audit. The Sponsor’s federal information returns (reporting the activities of Cabot Acquisition)
may be audited by the IRS. An audit of the Sponsor’s federal information return could lead to an audit of an
investor’s tax return. Such audit may result in the challenge and disallowance of some of the deductions claimed in
such returns or adjustments to items other than those relating to the investor’s Interests. No assurance or warranty of
any kind can be made with respect to the deductibility of any such items in the event of either an audit or any
litigation resulting from an audit.

The opinion of Tax Counsel is not intended or written to be used, and it cannot be used by any
taxpayer, for the purpose of avoiding penalties that may be imposed under the Internal Revenue Code. The
opinion was written to support the promotion or marketing of the Offering and each prospective purchaser of
an Interest should seek advice based on the prospective purchaser’s particular circumstances from an
independent tax advisor
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ESTIMATED USE OF FUNDS

This table addresses our Estimated Use of Funds for purposes of informing potential investors concerning

the compensation and fees that we will receive from this Offering and the expenses that we have incurred in this
Offering. This table does not address the allocation for federal income tax purposes of the amount paid by a Tenant
in Common for its Interest. Potential investors should discuss with their own tax advisors the tax treatment of the
purchase of an Interest.

The following table sets forth the estimated use of proceeds from the Offering made pursuant to this

Memorandum.
Minimum Offering Maximum Offering

Percentage Percentage

of Gross of Gross

Amount Proceeds Amount Proceeds
Estimated Gross Offering Proceeds $2.,350,000 100.00% $11,750,000 100.00%
Organization and Offering Expenses Allowance” (58,750) 2.50% (293,750) 2.50%
Sales Commissions @ (164,500) 7.00% (822,500) 7.00%
Marketing and Due Diligence® (47.000) 2.00% (235.000) 2.00%
Proceeds Available for Investment $2,079,750 88.50% $10,398,750 88.50%
Down Payment for Purchase of Property (1,706,500) 72.62% (8,532,500) 72.62%
Mortgage Loan Fees and Costs (94,000) 4.00% (470,000) 4.00%
Acquisition Fee © (150,000) 6.38% (750,000) 6.38%
Closing and Carrying Costs 7 (129.250) 5.50% (646.250) 5.50%
Use of Proceeds Available for Investment §2,079,750 88.50% $10,398,750 88.50%
Total Offering Expenses and Commissions ® 270,250 11.50% 1,351,250 11.50%
Estimated Gross Offering Proceeds $2,350,000 100.00% $11,750,000 100.00%
0 Cabot Acquisition will be entitled to reimbursement for expenses incurred in connection with the Offering,

which includes the costs of organizing Cabot Acquisition, estimated legal and accounting fees and printing
costs incurred in connection with printing and distributing this Memorandum (“Organization and Offering
Expenses”). Cabot Acquisition has agreed to a fixed fee for the Organization and Offering Expenses in the
amount shown herein. Cabot Acquisition will be responsible for any such Organization and Offering

@

®)

Expenses in excess of the sum shown above and will be entitled to retain any unused funds on a non-
accountable basis. See “Compensation and Fees.” If purchasers acquire only the Minimum Offering
Amount, Cabot Acquisition will fund the Organization and Offering Expenses and be reimbursed from the
purchase price of Interests sold in subsequent closings.

The Selling Group members will make offers and sales of Interests on a “best efforts” basis. Sales
Commissions will be paid to Selling Group members in an amount not to exceed 7.0% of the Gross
Offering Proceeds. See “Plan of Distribution.”

The Managing Broker-Dealer will receive a non-accountable marketing and due diligence allowance in the

amount of 2.0% of the Gross Offering Proceeds, of which it may reallow up to 1.0 % to other members of
the Selling Group on an accountable basis. See “Plan of Distribution.”
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Cabot Acquisition will acquire the Property for total consideration of $23,750,000 exclusive of closing
costs, which are included in the Closing and Carrying Costs. See “Acquisition Terms and Financing.” In
addition, $237,750 will be paid to an unaffiliated third-party broker at closing as a result of the sale of the

Property.

Cabot Acquisition will receive a Mortgage Loan fee in the amount of $135,000 (assuming the Maximum
Offering Amount is sold), which equals 0.75% of the principal amount of the Mortgage Loan. Cabot
Acquisition estimates additional costs related to the Mortgage Loan of $335,000, including legal counsel
for the Mortgage Lender. Cabot Acquisition has agreed to receive a fixed fee as payment of the Mortgage
Loan fee and to cover related costs in the amount shown herein. Cabot Acquisition will be responsible for
paying any related costs that exceed $335,000 and will be entitled to retain any unused funds on a non-
accountable basis. See “Compensation and Fees.” If Cabot Acquisition sells only the Minimum Offering
Amount of Interests, it may advance a portion of the related costs and be reimbursed from the sale of
additional Interests at a later date.

Cabot Acquisition will receive an acquisition fee of $750,000, which equals 6.38% of the Gross Offering
Proceeds (assuming the Maximum Offering Amount is sold) or 3.16% of the purchase price of the
Property, for its services in the identification, negotiation and acquisition of the Property. The amount of
the acquisition fee that Cabot Acquisition will receive will increase or decrease to the extent that the actual
amounts of other fees that are budgeted for in the purchase price for the Interests and the $2,500 fee to
establish your Single Purpose Entity are less than or greater than the budgeted amounts. You will be
responsible for the fees associated with your own legal, tax and other advisors and ongoing costs of
maintaining your tenant-in-common entity which may include the appointment of an independent director,
if required by the Mortgage Lender.

Closing costs include, if applicable, transfer taxes, title charges, escrow fees, prorations, document
preparation fees, legal fees, third party costs, recording fees and entity formation costs, in addition to
related costs. Carrying costs include estimated bridge financing costs, including any fees that may be
payable to an unaffiliated third party lender that provides bridge financing for the acquisition of the
Property. See “Acquisition Terms and Financing.” Cabot Acquisition has agreed to a fixed amount for the
closing costs in the amount shown herein. In addition, Cabot Acquisition will be responsible for any such
closing costs in excess of the sum shown above and will be entitled to retain any unused funds on a non-
accountable basis. See “Compensation and Fees.”

The aggregate of Organization and Offering Expenses, Sales Commissions, and Marketing and Due
Diligence Expenses.

For a description of the fees the Sponsor and its affiliated entities will receive in connection with the

Property, see “Compensation and Fees.”
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THE PROPERTY

The Property is comprised of two Class A, five-story office buildings totaling 218,223 net rentable square
feet situated on 14.57 acres of land. The buildings were constructed in 1986 (Turfway I) and 1988 (Turfway II) The
address of the Property is 7300 and 7310 Turfway Road in Florence, Kentucky 41042. The Property is 84.2%
leased to 26 tenants with a combination of single-tenant and multi-tenant floor configurations.

The information in this section, except as stated otherwise in the text, is summarized from the following
documents prepared for the Sponsor: (i) the Appraisal; (ii) the Phase I; and (iii) the Property Condition Report. At
your request, Cabot Acquisition will provide you with a copy of the Appraisal, the Phase I and the Property
Condition Report and you should review each in its entirety before purchasing an Interest. However, because the
reports were prepared for the Sponsor, no party other than the Mortgage Lender will be entitled to rely on the

contents of such reports.

Building Features & Specifications

Turfway Ridge

General Specifications

Property 7300 and 7310 Turfway Road

Address: Florence, Boone County, Kentucky, 41042

Market The Property is located in the suburban Cincinnati real estate market, specifically in the Northemn

Location: Kentucky submarket

Year Turfway I was constructed in 1986 and Turfway II was constructed in 1988

Completed:

Gross The subject is comprised of two five-story suburban office buildings totaling 234,380 square feet

Building Area:

Rentable The rentable building area equals 218,223-square feet (Turfway I - 108,975 square feet and

Building Area:  Turfway II — 109,248 square feet)

Site Area: Approximately 14.57 acres

Parking: 1,090 parking spaces (5.0 spaces per 1,000 square feet)

Construction

Foundation: Cast-in-place, reinforced, concrete, foundations and footings supporting the exterior walls and
load-bearing interior walls and columns. Each substructure includes a slab-on-grade.

Structure: Cast-in-place, concrete, columns and beams and concrete floor decks and roof slabs.

Ceilings The ceilings are a combination textured and painted sheetrock and suspended acoustical tile.

Fagade: Precast concrete panels and glass curtain walls, with alternating levels of reflective glass. The
front facades are convexly curved and are highlighted by full-glass entrances that open to a two-
story lobby. The exterior doors consist of commercial-grade, aluminum and glass doors accessing
the lobbies at each building. Service and access doors are hollow metal. The ribbon windows
have insulating, reflective glass and are aluminum-framed, fixed units.

Roof: Low-slope, ballasted, single-ply, EPDM membrane roofs. The roofs are approximately 20 and 18

years old and pitch to internal drains and leaders.
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Mechanical Systems

Elevators: Each building at the Property has two, 3,500 Ib capacity, overhead-traction, passenger elevators
and one, 4,000 Ib capacity, hydraulic, freight elevator. The passenger elevator cabs consist of
marble floor covering and wood and mirrored wall panels. The freight elevators cabs consist of
plastic laminate wall finishes and rubber floor coverings.

Electrical: The incoming services are 2,500-Amp, three-phase, four-wire, 277/480 volt mains feeding the
main distribution panels. The MDPs are located in an electric room located on the first floor of
each building. Breaker boxes for each tenant space are fed off the main service. A 2-kVA, diesel-
fired, emergency generator with a self-contained tank serves one tenant in Turfway II. The
generator is owned by the tenant. Turfway I also contains an energy management system,
installed in 2002, which controls the lighting and HVAC systems.

Plumbing: Supply piping is copper and the waste lines are PVC and cast iron. The plumbing fixtures are a
combination of vitreous china and composite material with chrome fittings. Eighty-gallon,
electric, water heaters with circulating pumps in each building penthouse supply hot water.

HVAC: The buildings are each heated and cooled by one, 350-ton, central, chilled water system with a
water-cooled chiller, cooling towers, plate and frame heat exchangers and circulating pumps. The
plate and frame heat exchangers were installed in 2003. Air handling units are located on each
floor and pneumatic variable air volume (VAV) boxes provide zone control in the tenant areas.
The chiller motors in both buildings were rebuilt in 2004 and the Turfway I cooling tower was
built in 2002. Turfway I’s chiller uses R-123 refrigerant and Turfway II’s chiller uses R-11.

Fire/Life Multiple-zone fire alarm control panel, an auto-dialer, tying the system to a 24-hour monitoring

Safety: service, hardwired smoke and heat detectors, pull stations, illuminated exit lights with battery
back-up, emergency battery lighting units, horn/light annunciators, fire extinguishers and a full-
coverage, wet-pipe, sprinkler system with check valves and tamper and flow switches. A fire
pump augments the sprinkler system in Turfway I. Standpipes with hose connections are located
in the stair towers. Fire department siamese connections are located adjacent to the buildings.
Fire hydrants are located throughout the buildings and along the adjacent municipal right-of-way.

Insurance Coverage

The Master Lessee will obtain and keep in force adequate insurance against physical damage (such as fire
with extended coverage endorsement, flooding, boiler and machinery) for the full replacement value of the Property
and against liability for loss, damage or injury to property or persons which might arise out of the occupancy,
management, operation or maintenance of the Property, as contemplated by the operating plan and to the extent
available at commercially reasonable rates. In addition to standard property and liability insurance, the Master
Lessee may insure the Property against losses that may result from terrorist activity, hurricanes, flooding and
earthquakes and from future adverse environmental conditions affecting the Property. To the extent that the Master
Lessee does not or is unable to insure the Property for such adverse conditions, the Tenants in Common remain

exposed to liability for such. See “Risk Factors — Risks Related to an Investment in Real Estate — Insurance may not
cover all losses relating to the Property.”

Property Condition Report
According to the November 20, 2006 Property Condition Report prepared by EBI Consulting, the Property
is in good condition. The remaining useful life of the Property is estimated to be not less than 35 years, based on

their current condition and maintenance status. The report estimates that there are no required immediate or short
term repairs. :

The Property Condition Report recommends establishing the following replacement reserves for the seven
year holding period:

27



° $76,518 for patching, crack sealing, sealing and striping of pavement and parking area;

® $130,934 for EPDM roof replacement;

° $1,500 for three van-accessible parking spaces in order to comply with the ADA;

° $152,756 for common area refurbishment, including painting the walls or trim, vinyl wall
covering replacement and carpet replacement;

° $56,000 for HVAC unit replacement/repairs and cooling tower recoring; and

o $50,000 for replacement of the fire alarm panels.

At your request, Cabot Acquisition will provide you with a copy of the Property Condition Report.
Environmental Site Assessment

The Company has received a Phase I Environmental Site Assessment report ("Phase I") for the Property,
dated November 12, 2006 prepared by EBI Consulting. The Phase I identified no current “Recognized
Environmental Conditions” at the Property. However, the Phase I identified a “Historical Recognized Environmental
Condition”. Toluene contamination was discovered at the Property in 1990 related to a spill caused from the
cleaning of paving equipment following the paving of the parking lot area. On August 22, 1990, soil was excavated
from the site and placed in sealed roll-off dumpsters and removed from the Property. The Phase I reports that Foppe
Thelen Group concluded that removal of the toluene contaminated soil from the Property is complete and therefore,
the Phase I states that no further action is recommended. The Phase I may not reveal all environmental liabilities at
or potentially affecting the Property. At your request, Cabot Acquisition will provide you with a copy of the Phase
I

Zoning

According to the Property Condition Report, the Property appears to be located within a 0-2, Office
District and appears to be a conforming use.

Summary of Title Commitment & Survey

Cabot Acquisition has obtained an ALTA survey of the Property from a surveyor licensed in the State of
Kentucky and commitment for title insurance to become effective upon closing from Lawyers Title Insurance
Corporation, a division of LandAmerica, for the full insurable value of the Property in connection with the purchase
of the Property. Such commitment and survey only contain such exceptions to title for easements and covenants of
record, existing leaseholds, taxes not yet due and payable, encroachments and other title and survey matters as are
customarily accepted by a prudent purchaser of commercial real estate. Cabot Acquisition believes that the title
exceptions at the Property are typical for a property of its type and do not adversely affect the operation of the
Property. At your request, Cabot Acquisition will provide you with a copy of any title and survey materials in its
possession.

Description of Tenant Leases

The Property is approximately 84.2% leased to 26 tenants. Six tenants lease approximately 116,001 square
feet, or 53.2% of the rentable space. Four tenants each occupy between 20,000 square feet and 32,000 square feet,
two tenants each occupy between 10,000 square feet and 20,000 square feet, and the remaining tenants occupy less
than 10,000 square feet. Xanodyne Pharmacal, which leases 23,565 square feet under a lease expiring October
2007, has vacated its space, but remains current in its rent. All but one tenant lease are full-service gross leases with
a base year stop. This generally means that the tenants reimburse the landlord for their pro rata share of increases in
operating expenses and real estate taxes above the operating expenses in the first year of the tenant’s lease. The
building currently has eight vacant spaces.

The leases that the current landlord has entered into with the tenants at the Property are summarized in the

table below. For information regarding how the rents under these leases compare to other rents in the Northern
Kentucky submarket, see “—Office Market Overview-Comparable Office Rentals”.
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Summary of Tenant Leases

Tenant Current Term Rentable Renewal and Other Base Rent
Square Options/Rights (per square foot / per
Feet annum)

Presidion LLC ] 09/01/2005 — 3,791 None 09/01/05-09/30/06: $16.50
10/31/2010 10/01/06-09/30/07: $17.00
10/01/07-09/30/08: $17.50
10/01/08-09/30/09: $18.03
10/01/09-07/31/10: $18.57

08/01/10-10/31/10: $0.0
Kelly Services {05/01/2004 — 1,819 None 05/01/04-04/30/05: $17.50
Inc 04/30/2009 05/01/05-04/30/06: $18.00
05/01/06-04/30/07: $18.50
05/01/07-04/30/08: $19.00
05/01/08-04/30/09: $19.50
MPBH Asset 11/01/2006 — 1,014 None 11/01/06-10/31/08: $18.00

Management 10/31/2008

Premiere 04/01/2006 — 1,836 None 04/01/06-06/30/06: $0.0
Mortgage 06/30/2011 07/01/06-03/31/07: $18.00
Funding, Inc. 04/01/07-03/31/08: $18.50
04/01/08-03/31/09: $19.00
04/01/09-03/31/10: $19.50
04/01/10-03/31/11: $20.00
04/01/11-06/30/11: $20.50

Toyota Boshuku | 07/01/2006 — 1,997 None 07/01/06-10/31/06: $0.0
06/30/2009 11/01/06-06/30/07: $17.50
07/01/07-06/30/08: $18.00
07/01/08-06/30/09: $18.50
Premier 11/01/2006 — 10,387 None 11/01/06-10/31/07: $17.75
Recovery 01/31/2010 11/01/07-10/31/08: $18.00
11/01/08-10/31/09: $18.25
Xanodyne 10/15/2002 — 23,565 Tenant has vacated the 10/15/02-09/30/03: $17.34
Pharmacal, Inc. | 10/31/2007 space and is current on 10/01/03-09/30/04: $17.77
rent 10/01/04-09/30/05: $18.26
10/01/05-09/30/06: $18.81
10/01/06-10/31/03: $19.37

Post, Buckley, |03/17/2003 — 4,598 One three-year renewal | 03/17/03-07/31/03: $0.0
Schuh, and 03/31/2008 option at $20.00 psf with |08/01/03-03/31/04: $17.50

Jernigan, Inc

3% annual bumps with
180 days written notice

04/01/04-03/31/05: $18.00
04/01/05-03/31/06: $18.50
04/01/06-03/31/07: $19.00
04/01/07-03/31/08: $19.50
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Tenant Current Term Rentable Renewal and Other Base Rent
Square Options/Rights (per square foot / per
Feet annum)
Seed Strategy 01/01/2007 — 8,123 One option to extend for |01/01/07-12/31/07: $18.00
01/31/2010 one three-year period by {01/01/08-12/31/08: $18.45
providing written notice |01/01/08-12/31/09: $18.91
on or before 07/31/2009
Renewal Terms:
02/01/10-01/31/11:
$19.80
02/01/11-01/31/12:
$20.30
02/01/12-01/31/13:
$20.81
UFJ Bank 01/01/2006 - 1,918 None 01/01/06-03/31/07: $18.50
(Tokai Bank 03/31/2007
Limited)
DFDS 03/01/2005 - 3,200 One five- year renewal | 03/01/05-07/31/05: $0.0
Transport, Inc | 08/31/2010 option to at 95% of Fair | 08/01/05-02/28/06: $17.50
Market Value by 03/01/06-02/28/07: $17.89
providing 120 days 03/01/07-02/28/08: $18.29
written notice 03/01/08-02/28/09: $18.70
03/01/09-02/28/10: $19.12
03/01/10-08/31/10: $19.55
Toyota Tsusho |09/01/2003 ~ 5,851 None 09/01/03-08/31/04: $18.00
08/31/2007 09/01/04-08/31/05: $18.25
09/01/05-08/31/06: $18.50
09/01/06-08/31/07: $18.75
Central Leasing, | 01/01/2005 — 2,106 None 01/01/05-12/31/05: $18.70
Inc 06/30/2008 01/01/06-12/31/06: $19.17
01/01/07-12/31/07: $19.65
01/01/08-06/30/08: $20.14
AIOI Insurance | 06/01/2005 — 855 Expansion out for 1,293 | 06/01/05-05/31/06: $19.00
Company 05/31/2008 sf 06/01/06-05/31/07: $19.57
For a term o1 03/0172006 | 06/0T/07-05/31/087 520,16
—~05/31/2011 at a starting
rate of $18.50 psf
increasing $0.50 each
year
Fujitsu 12/01/2004 — 1,307 One three-year renewal | 12/01/04-11/31/07: $18.50
Consulting, Inc  {11/31/2007 option at Fair Market

Value with 180 days
written notice
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Tenant Current Term Rentable Renewal and Other Base Rent
Square Options/Rights (per square foot / per
Feet annum)
Shikoku Kakoki |08/01/2005 — 847 None 08/01/05-07/31/06: $17.80
Company 07/31/2008 08/01/06-07/31/07: $18.25
Limited 08/01/07-07/31/08: $18.70
Mutual of 09/01/2000 — 2,949 A lease expansion letter | 09/01/00-08/31/01: $19.00
America 08/31/2008 of intent is out for 09/01/01-08/31/02: $19.76
signature for a 10 year 09/01/02-08/31/03: $20.55
lease renewal for 3,862 sf' | 09/01/03-08/31/04: $21.37
with a rental rate of 09/01/04-08/31/05: $22.23
$22.25 psf for the first 5 | 09/01/05-08/31/06: $23.12
years and $24.10 psffor |09/01/06-08/31/07: $24.04
the remaining 5 years 09/01/07-08/31/08: $25.00
One five-year renewal
option at Fair Market
Value with 180 days
written notice
Sumitomo 05/01/2006 - 1,429 None 05/01/06-06/30/06: $0.0
Electric Wiring | 06/30/2011 07/01/06-04/30/07: $17.90
Systems, Inc 05/01/07-04/30/09: $17.90
05/01/09-06/30/11: $18.40
Intraglobe, Inc | 04/01/2005 — 1,219 None 04/01/05-03/31/06: $17.50
03/31/2008 04/01/06-03/31/07: $18.03
04/01/07-03/31/08: $18.57
Aisin World 01/01/2005 ~ 2,448 None 01/01/05-12/31/05: $18.25
Corp of America |07/31/2008 01/01/06-12/31/06: $18.80
01/01/07-12/31/07: $§19.36
01/01/08-07/31/08: $19.94
Commonwealth |07/01/2004 — 7,081 Proposal for 3 year 07/01/04-06/30/07: $16.37
of Kentucky 06/30/2007 extension at the same rate
(Department of has been sent to
Revenue) Commonwealth of
Kentucky at the State’s
request
The tenant may terminate
at any time with 30 days
notice (typical in state
leases)
Central Bank 02/01/2006 — 26,458 Four five-year renewal | 02/01/06-05/31/06: $0.00
02/31/2016 options at Fair Market 06/01/06-01/31/08: $11.41

Value with 120 days
written notice period.

02/01/08-02/31/16: $18.75




Tenant Current Term Rentable Renewal and Other Base Rent
Square Options/Rights (per square foot / per
Feet annum)
DBA Direct, Inc {10/01/2006 — 11,168 None 10/01/06-06/30/07: $17.50
06/30/2009 07/01/07-06/30/08: $18.00
07/01/08-06/30/09: $18.50
PediaMed 10/14/2002 - 12,771 Two five-year renewal 10/14/02-10/31/04: $17.00
Pharmaceuticals |10/31/2007 options at 95% of Fair 11/01/04-10/31/05: $18.00
Market Value with 3% 11/01/05-10/31/06: $19.00
annual increases and 6 11/01/06-10/31/07: $19.50
month renewal notice
Tenant has sub-leased
additional space from ZF
Lemdorfer (10,084 sf)
through 10/31/08
ZF Lemdorfer 11/01/2003 - 10,084 Tenant has vacated the 11/01/03-04/30/04: $0.0
10/31/2008 space. Sub-leased to 05/01/04-10/31/04: $16.60
PediaMed 11/01/04-10/31/05: $16.90
Pharmaceuticals. 11/01/05-10/31/06: $17.21
11/01/06-10/31/07: $17.53
11/01/07-10/31/08: $17.86
Square D 09/03/2006 — 31,956 None 09/03/06-11/30/06: $17.75
03/31/20011 12/01/06-11/30/07: $18.28

12/01/07-11/30/08: $18.83
12/01/08-11/30/09: $19.39
12/01/09-11/30/10: $19.98
12/01/10-11/30/11: $20.57
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Description of Major Tenants

All tenant descriptions have been obtained from tenant websites unless otherwise stated. This information
has not been independently verified.

Sguare D Company

Square D Company, the largest tenant at the Property, is a global brand of Schneider Electric for NEMA
type electrical distribution and industrial control products, systems and services. Square D products are found in
residential, commercial and industrial construction, in a wide range of manufacturing and processing facilities, and
in or on the products of other manufacturers. Square D Company, formerly known as the Detroit Fuse and
Manufacturing Company, has been in operation for over 100 years. Its office at the Property serves as the
headquarters for its customer service and product information departments.

Square D Company has been a tenant of the Property since 1996 and currently occupies 31,956 square feet
at the Property under a lease that expires in March 2011. Schneider Electric has an “A+” rating from Standard &
Poor’s.

Central Bank

Central Bank, the second largest tenant at the Property, is Kentucky’s largest privately held bank, with
more than $1.6 billion in assets as of year end 2005. Central Bancshares, the holding company of Central Bank
operates 22 full service banking offices, ATMs, a mortgage office, an investment brokerage subsidiary and an
insurance subsidiary in Kentucky. Central Bank provides such services as personal banking, mortgage, commercial
and real estate loans, and wealth management.

Central Bank currently occupies 26,458 square feet at the Property under a lease that expires in February
2016.

Xanodyne Pharmacal, Inc.

Xanodyne Pharmacal, Inc., is a specialty pharmaceutical firm that focuses its research and products in
oncology, pain management, and hematology, as well as in the area of therapeutic women’s health. The lease with
Xanodyne expires in October 2007 and will not be renewed by the tenant. Xanodyne has consolidated its operations
at the Property into another of Xanodyne’s properties and has already vacated the 23,565 square feet of space it
occupied on a full floor in Turfway I. However, the tenant continues to pay rent through the end of its term in
October 2007. The current landlord is currently actively marketing this space, along with the rights to signage on
the Turfway I building.

PediaMed Pharmaceuticals

Founded in 1999, PediaMed Pharmaceuticals began as a five person pharmaceutical sales team direct

Sellifig KIDOU T, & over-the-counter lice treatiment. Over tne next three years pediaVled grew in sales product and
work force, relocating their offices to the Property in 2002. According to the Cincinnati Business Courier,
PediaMed is the 15th fastest growing company in Greater Cincinnati. Its business has expanded into the area of drug
research as well as gaining contracts and co-promotional agreements to sell treatments for a variety of childhood
aliments from acne to bacterial conjunctivitis.

PediaMed, the fourth largest tenant at the Property, currently occupies 12,771 square feet at the Property

under a lease that expires in October 2007. In addition, PediaMed is currently sub-leasing an additional 10,084 of
space at the Property from another tenant, ZF Lemforder, under a sublease agreement that expires in October 2008.
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LOCATION OVERVIEW

Greater Cincinnati

The Property is located in Greater Cincinnati, a 13-county region that encompasses northern Kentucky,
southern Ohio, and eastern Indiana, with a population of over 2.2 million people.

Greater Cincinnati has a diverse economy and its major employers are in the professional business services,
transportation, trade and manufacturing remain industries. Five Fortune 500 companies are headquartered in the
Greater Cincinnati, including Kroger Company (14,000 employees); Procter and Gamble (12,000 employees);
Federated Department Stores, Inc.; Fifth Third Bankcorp (8,964 employees); and American Financial Group. In
addition, approximately 370 of the Fortune 500 companies have operations in Greater Cincinnati. The area has also
attracted foreign investment and serves as U.S. headquarters for several foreign companies including Toyota and
Mubea. Cincinnati’s unemployment rate of 5.2% is above the national average of 4.7%. Approximately 35,000
jobs were added in Greater Cincinnati area over the past five years, and Economy.com projects another 18,000 jobs
will be added by the end of 2008.

Boone County

The Property is located in Boone County, Kentucky, which is experiencing population and job growth, with
population increasing from 85,991 in 2000 to 106,272 in 2005 (4.2% annual growth). From 1990 to 2005, the
population in Boone County grew by 80%. The United States census predicts that Boone County’s population will
continue to grow by 17% over the next five years, outpacing the national average.

Boone County’s combination of access, location and demographics has attracted major corporations to the
area. FedEx recently completed a 335,000 square foot distribution hub in Boone County. Mubea, a leading auto
parts manufacturer has investing more than $100 million to upgrade its two area facilities; and Toyota, in addition to
having its U.S. manufacturing headquarters in the area, recently moved its center for quality control into a brand
new 98,000 square foot facility in Erlanger, Kentucky. Along with the new additions to northern Kentucky, large
national and global corporations continue to house their regional operations in this area. Major northern Kentucky
employers include Comair and Delta, with a combined 8,400 employees, Fidelity Investments (3,530 employees),
CitiGroup (2,500 employees) and Schwan’s Foods (1,050 employees). Each of these employers is based within a
few miles of Turfway Ridge Office Park.

In particular, the local presence of Toyota’s U.S. manufacturing headquarters, which is located
approximately 1.5 miles from the Property, has been very beneficial to the region. Toyota’s presence has
encouraged local employment growth through ancillary business relationships, as seen at the Property with tenants
such as The Tokai Bank, Toyota Tshusho America, Fujitsu Consulting, Shikoku Kakoki, Toyota Boshuka Shikoku
Kakoki Company Limited, Sumitomo Electric Wiring Systems, and Aisin World Corp of America.

. Toyota has publicly announced that it aims to produce in North America two-thirds of the overall number
of vehicles it sells in North America. In 2006, Toyota's North American production ratio of 54% was lower than its
target, due to rising imports caused by increased sales in the U.S. for Toyota automobiles. However, Toyota is

expected to_increase its US production of automobiles through expansion and is currently selecting a site for an

eighth North American vehicle assembly plant. These additional manufacturing sites are expected to be managed
from Toyota’s headquarters in Boone County. It is expected that Toyota’s expansion plans will have a positive
impact in the Northern Kentucky Submarket.

Local Area

The Property is located in a primary commercial corridor in northern Kentucky eight miles southwest of the
Cincinnati Central Business District (Cincinnati CBD). The Property is accessible to executive housing, commercial
and residential trade areas, hotel, retail, and restaurant facilities. The Property is located three miles from the
Cincinnati/North Kentucky International Airport. The Property has immediate access to Interstate 71/75 (I-71 is
northeast/southwest through Ohio and Kentucky and I-75 is north/south through Michigan, Ohio, Kentucky, and
Tennessee). Access to the Property is provided by an entrance on the north side of Turfway Road and by an
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enfrance on the west side of Curtis Avenue. Turfway Road is currently being expanded to a five lane road (two
lanes in either direction and a turning lane), which will greatly enhance access to the property.

The Property has access to amenities that are normally found at buildings located in central business
districts, including shopping. Several shopping centers are located near the Property, including the 856,000 square
foot Florence Mall, an enclosed regional mall owned by General Growth and anchored by Macy’s, Sears, and JC
Penny’s. Florence Mall is located one mile from the Property. Other nearby retail developments include Crestview
Hills Town Center and The Buttermilk Town Center.

OFFICE MARKET OVERVIEW

Greater Cincinnati Market and Northern Kentucky Submarket

The information provided in this section has been taken from statistics that were compiled in the Appraisal
and other third party reports including CB Richard Ellis from 4" Quarter 2006. Although Cabot Acquisition
believes that the information cited in these reports is reliable, it has not independently verified the information. You
should review the Appraisal and the market reports in their entirety prior to investing in the Interests.

The office market in Greater Cincinnati is comprised of approximately 34,674,479 square feet of space and
includes offices of all classes and all sizes, and both multi-tenant and single-tenant buildings, including owner-
occupied buildings. Twelve office buildings are currently under construction in this market and will add over
1,035,111 square feet of space by 2007. This market is divided into nine submarkets.

The Property is located in the Northern Kentucky submarket. This submarket is estimated to contain
3,785,935 square feet of office and business flex space.

Vacancy Rates
The overall vacancy rate for the Greater Cincinnati office market was 18.2% as of the 4™ Quarter of 2006.
The Northern Kentucky submarket has experienced declining occupancies over the past several years after
the strong occupancies of the 1990°s. This decline was due to the combination of new product coming on-line
simultaneously with the slowdown in growth due to the national recession. The Northern Kentucky submarket has
a vacancy rate of 27.9%.
Asking Rental Rates
The average asking lease rate per square foot in the Greater Cincinnati office market for all office classes

was $18.26 per square foot as of the 4™ Quarter of 2006. The Northern Kentucky submarket average asking office
lease rate of $17.82 per square foot was at a slight discount to the overall Greater Cincinnati market.

Absorption Levels

The net direct absorption level was positive 261,724 square feet for the Greater Cincinnati office market,
and positive 49,774 square feet for the Northern Kentucky submarket year in 4™ Quarter of 2006. The Greater
Cincinnati office market has strengthened over this period with positive 189,598 square feet absorbed in 2006.

Northern Kentucky Class A Submarket

The Northern Kentucky submarket does not adequately describe the office market environment as it relates
to the Property. As one of the premier Class A multi-story office buildings in Northern Kentucky, the Property
competes with only Class A multi-story office product. One-story flex space product comprises a significant portion
of the Northern Kentucky office market. These buildings are generally one-story offices for the major warehouse
facilities and distribution centers nearby. They generally have large floor plates and are not conducive to multi-
tenant occupancy. Although these buildings are counted in the Class A market, their build outs and tenant spaces
are rarely as well finished.
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The Northern Kentucky market also includes the Riverfront office market just south of Cincinnati on the
Kentucky side of the Ohio River. This market is essentially an extension of the downtown office market and does
not compete for the same tenants as suburban office buildings. For these reasons, one must look at a more narrow
Property comparison to understand the trends relevant to the Property.

The suburban Class A office category, which includes the Property, consists of approximately 22 mid-rise
buildings with Class A quality build-outs and floor plates that suit small, medium and full floor tenants. These
properties total 1,181,000 square feet and contain an average 54,000 square feet of rentable building area. The
general vacancy of this subcategory of buildings is 19.4%.

Comparable Office Rentals

Comparable office rentals are chosen based on size, configuration, tenant class and proximity to the
Property. The following table sets forth rental rate information with respect to the Property, as well as five Class A
office buildings that are in good condition and are located in the Northern Kentucky submarket. The office
buildings below cater to tenants that are professional service firms, including those engaged in finance, insurance,
real estate and banking.

Building Size Asking
Year Stories/ | (rentable square Base Rent Lease
Name and Address Built Class feet) (per square foot) Type Occupancy

The Property 1986, 5IA 218,223 $18.50 Full 84.2%
1988 ($12.64 Net) Service

Olympic Corporate 1988 S/A 87,988 $12.50 NNN 59%
Center I .

3940 Olympic
Boulevard,
Erlanger, KY

Olympic Corporate 2000 SIA 93,000 $13.00 NNN 92%
Center I
3900 Olympic
Boulevard,
Erlanger, KY

Florence Executive 2001 3/A 52,349 $12.75 NNN 75%
Center 1
600 Meijer Drive,

34 TN
TIVUTCIIVO AN L

Florence Executive 2004 3/A 52,320 $12.75 NNN 36%
Center II

500 Meijer Drive,
Florence, KY

Ewing Drive 2004 3/A 43,000 $13.50 NNN 50%
Professional
Building
7766 Ewing
Boulevard,
Florence, KY
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Source: The Appraisal (other than the occupancy rate for the Property)
Comparable Office Building Sales
The subject market for comparable sales is considered to be all of the suburban Cincinnati market. Set

forth below is a table showing sales information for the Property, as well as four office buildings that are considered
by the appraiser to be good quality multi-tenant office buildings similar to the Property.

Year | Sale Date Sales Price Building Size Occupancy | Unit Price
Name and Address | Built (rentable square (per square
feet) foot)
The Property 1986, | December $23,750,000 218,223 84.2% $108.82
1988 2006 '
One Waterstone 1997 January $8,275,558 73,789 91% $112.15
Place 2006
9435 Waterstone
Boulevard,
Mason, OH
Plazaland II at 2000, January $19,050,000 135,171 97% $140.93
Hurstbourne Green, 2003 2006
9510 Ormsby
Station Road,
Louisville, KY
One Penn Mark 1986 January $17,250,000 145,041 90% $118.93
Plaza 2006
11595 North
Meridian Street,
Carmel, IN
Princeton Hill Park 1988 September $13,321,500 95,910 100% $138.90
Office Building 2005
30 Merchant Street
Springdale, OH
Executive Plaza ], 1981, August $30,400,000 269,496 95% $112.80
I, 1 1998 2005
134,135, and 144
Mierchant Street;
Springdale, OH

Source: The Appraisal (other than the occupancy rate for the Property)
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MANAGEMENT

Cabot Investment Properties, LLC

Cabot Investment Properties, LLC (the “Sponsor”), is a privately held investment manager formed
specifically to focus on commercial real estate investments. Cabot Acquisition and the Master Lessee are affiliated
with the Sponsor. We believe that this focus allows the Sponsor to leverage the related experience of its principals
in the commercial real estate market. The managers of the Sponsor have been involved in the acquisition of over
$1.5 billion of commercial real estate over the past 15 years. In addition, the managers of the Sponsor have been
involved in twelve tenant-in-common transactions since 2003. The senior managers of the Sponsor are:

Carlton P. Cabot, Chief Executive Officer and President, has more than 17 years of commercial real estate
experience in brokerage, syndication, acquisition, debt and equity financings, asset management, joint ventures, and
development and rehabilitation of commercial and multi-tenant residential real estate. Over his career, Mr. Cabot
has been involved in the acquisition of over $500 million of commercial real estate. Mr. Cabot has held senior
management positions with both institutional and privately held companies. Prior to founding the Sponsor, Mr.
Cabot was Managing Director of the Private Capital Division of Cabot Partners LP, an institutional real estate
investment advisor specializing in Class-A industrial and office property. During his tenure at Cabot Partners LP,
Mr. Cabot served on the Investment Committee and oversaw the firm’s new business development activities. Mr.
Cabot left Cabot Partners LP upon its conversion to an industrial properties REIT. Prior to Cabot Partners LP, Mr.
Cabot was the founder and President of C. Cabot Inc. C. Cabot Inc. acquired a number of value-added properties
from its inception in 1990 through 1995, when Mr. Cabot joined Cabot Partners LP. Prior to forming C. Cabot Inc.,
Mr. Cabot worked in the commercial real estate investment sales group of Otis and Ahearn in Boston. Mr. Cabot is
an associate member of the Urban Land Institute, the Boston Museum of Fine Arts, and Junior Council of the
Boston Museum of Science, a Trustee and member of the Nominating Committee of the Boys and Girls Club of
Boston, a member of the Board of Directors of the Old North Church Foundation, and a member of the Finance
Committee of the Virginia Wellington Cabot Foundation. Mr. Cabot attended Boston University and Northeastern
University.

Timothy J. Kroll, Chief Operating Officer, has more than 11 years of commercial real estate experience in
acquisitions, asset management, financings, asset-backed securitization, dispositions, research, development and
rehabilitation. Before joining the Sponsor, Mr. Kroll served as Senior Economic Advisor to the Assistant Secretary
for Policy Development & Research at the U.S. Department of Housing and Urban Development. Previously, Mr.
Kroll worked at Fortress Investment Group, a New York-based private equity firm and REIT, focusing on credit-
and government-leased real estate acquisitions, asset-backed securitizations and mergers and acquisitions. At
Fortress, Mr. Kroll was involved in the acquisition of over $650 million in commercial real estate on behalf of major
institutional investors. Prior to Fortress, Mr. Kroll worked in the Retail Management Group of The Rubin
Organization, a Philadelphia-based retail and commercial real estate company, where he was involved in
acquisitions, development, and asset management. Mr. Kroll is a graduate of the University of Pennsylvania and
holds a B.S. from the Wharton School in Economics and Real Estate Finance and a B.A. from the College of Arts
and Sciences with double majors in Urban Studies and Art History.

James Taussig, Senior Vice President of Portfolio Management, has more than 16 years of commercial real

estate experience in both the debt and equity markets. Prior to joining the Sponsor in December 2005, Mr. Taussig
was a principal with Greenstreet Capital Partners, LLC (“GCP”). Mr. Taussig’s responsibilities at GCP included
management of the firm’s real estate investments, including ongoing operating performance and dispositions. Prior
to working at GCP, Mr. Taussig was a Vice President of Citigroup Investments. His responsibilities at Citigroup
included developing real estate investment opportunities tailored to the investment objectives of Citigroup and its
global clientele within the Citigroup Private Bank. Mr. Taussig originated loans, performed loan management and
managed portfolio exposure for The Citigroup Private Bank in Southeast Asia. Prior to joining Citigroup, Mr.
Taussig worked for seven years for Chemical Bank in New York and its subsidiary Texas Commerce Bank in
Houston in a variety of real estate related capacities. Mr. Taussig holds an M.B.A. with a concentration in Finance
from Tulane University in New Orleans and a B.B.A. in Petroleum Land Management from the University of Texas
at Austin,

38



Prior Performance

Affiliates of the Sponsor currently manage twelve tenant-in-common investments. The following sections
analyze revenue, operating expenses and net operating income results (i) by overall portfolio and (ii) by individual

property.
Portfolio Performance

The following table highlights, by property, the performance along three key operating metrics: (i)
revenue, (ii) operating expenses, and (iii) net operating income. The table compares actual operating performance to
PPM projections made in connection with each property investment from January 1, 2006 to June 30, 2006. Please
note that the eleventh and twelfth most recent syndications, Cabot Addison Corporate Center and Cabot Oak Grove
Plaza, are not included in the following results due to the fact that they were acquired after June 30, 2006.

Cabot investment Properties
Proparty Resuits
as of 8/30/2006
BB&T 570 Polaris | Dadeland | 465 Cleveland| North University | 550 Polaris | Cypress Creek | 20 North Orange | Trafalgar | East Broward Totais
Total Revenue $2,301,080 | $1,315.715 | $2,560,753 $472,668 $2,325,649 $1,280,316 $544,342 $3.202,431 $1,640,796 | $2,588,475 $18,242,233
Total Projected Revente $2.242,746 | $1,284,343 | $2.461,283 $422,805 $2,211,019 $1,258,208 $662,175 $3,215,186 $1.617.883 | $2498,779 $17.879437
Revenue Variance $58.344 $31.372 $99,470 $49,861 $114.630 $22.108 {$117,833) {816,755} $22,603 $98,696 $362.788
BB&T 570 Polaris { Dadeland | 465 Cieveland N_g_r(h University { 550 Polaris | Cypress Cregk_ 20 North Orange | Trafaigar { East Browarg Totals
[Total Op Ex $911,567 $374,861 | $1,284,352 $148.700 $1,071,781 $323,125 §362,167 $1.381,200 $624,937 | $1.645454 58,169,223
Projected Op Ex $810,489 $381665 | $1.168.741 $128,26% $898,304 $358,243 $301.715 $1,320,285 $846,598 $1.468,707 $7.584,012
OE £x Variance $1.078 (55,804} $125.811 $21,435 $173,457 {$35,118) $80,452 $61,014 {$21,661) $175.747 $585,211
BBRT 570 Polaris § Dadeland § 465 Cleveland ] North University | 550 Polaris | Cypress Creek | 20 North Orange | Trafalgar ] East Broward Totals
Total NOI $1,389,523 | $940,854 | $1,266.401 $322,986 $1,253,888 §857,191 $152,175 $1,821,132 $1,015,859 $953,021 $10,073,010
|Projected NO! $1,332,257 | $902.678 | $1.282,542 $294,540 $1.312715 $899,965 £360,460 $1,898,801 $971,208 $1,030,072 $10,285,425
NOt Variance $57.266 $38.176 {$26.141) $28.428 ($58,827) $57,226 {5208,285) {877,769} $44.564 {$77,051) -$222.415

Total revenue for the above portfolio of tenant-in-common investments (the “TIC Portfolio”) from January
1, 2006 through June 30, 2006 came in $362,796, or 2.0%, higher than projections detailed in the private placement
memoranda with respect to such property investments, (the “Prior Memoranda™). Increased revenue has been
generated from lease-up of vacant space, favorable lease renewals, and increases in other income categories.

Total operating expenses for the TIC Portfolio from January 1, 2006 through June 30, 2006 were $585,211,
or 7.7%, higher than projections detailed in the Prior Memoranda. Higher than projected operating expenses have
been driven primarily by increased insurance costs in south Florida, where Cabot owns six properties, and higher
than projected costs for energy across the entire portfolio.

Net operating income for the TIC Portfolio from January 1, 2006 through June 30, 2006 was $222,415 or
2.2%, below projections detailed in the Prior Memoranda. This slight variance is due primarily to higher than
expected operating expenses, as detailed in the paragraph above.

Individual Property Performance

The first investment was acquired on August 1, 2003 on behalf of 31 tenant-in-common investors, and is
known as BB&T Financial Center. The property is a 20-story, Class A office building consisting of 238,919
rentable square feet and located in Winston-Salem, North Carolina. The tenant-in-common investors purchased the
property and, at closing, entered into a twenty-year master lease with Cabot BB&T Financial Center LeaseCo LLC,
which is wholly owned by the Sponsor. Total revenue for BB&T Financial Center for January 1, 2006 through June
30, 2006 was $58,345, or 2.6% higher than projections outlined in the PPM. Total operating expenses over that
same period were $1,078, or 0.1%, higher than projections, with overall net operating income $57,267, or 4.3%,
higher than PPM projections. The master lessee is required to pay rent to the tenant-in-common investors at an
annual yield of 8.5% on invested equity in years one through four. To our knowledge, our affiliated master lessee
has complied with all material legal and financial obligations to the investors as set forth in the master lease and
mortgage loan documents
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The second investment was acquired on May 20, 2004 on behalf of 23 tenant-in-common investors, and is
known as 570 Polaris Parkway. The property is a five-story, Class A office building consisting of 140,006 rentable
square feet and located in Westerville, Ohio. The tenant-in-common investors purchased the property and, at
closing, entered into a property management agreement with Cabot 570 Polaris Parkway Property Manager LLC,
which is wholly owned by the Sponsor. Total revenue for 570 Polaris Parkway for January 1, 2006 through June 30,
2006 was $31,372, or 2.4%, higher than projections outlined in the PPM. Total operating expenses over that same
period were $6,085, or 1.8%, lower than projections with overall net operating income $38,177, or 4.2%, higher than
PPM projections. To our knowledge, our affiliated property manager has complied with all material legal and
financial obligations to the investors as set forth in the offering and mortgage loan documents, and all distributions
to investors have met or exceeded projections.

The third investment was acquired on November 24, 2004 on behalf of 33 tenant-in-common investors, and
is known as Dadeland Towers North. The property is comprised of three buildings consisting of 242,445 rentable
square feet of Class B office space and located in Miami, Florida. The tenant-in-common investors purchased the
property and, at closing, entered into a twenty-year master lease with Cabot Dadeland Towers North LeaseCo LLC,
which is wholly owned by the Sponsor. Total revenue for Dadeland Towers North for January 1, 2006 through June
30, 2006 was $99,471, or 4.0%, ahead of projections outlined in the PPM. Total operating expenses over that same
period were $125,612, or 10.8%, higher than projections with overall net operating income $26,141, or 2.0%, lower
than PPM projections. The master lessee is required to pay rent to the tenant-in-common investors at an annual
yield of 7.75% on invested equity in year two. To our knowledge, our affiliated master lessee has complied with all
material legal and financial obligations to the investors as set forth in the offering and mortgage loan documents.

The fourth investment was acquired on December 24, 2004 on behalf of 14 tenant-in-common investors,
and is known as 465 Cleveland Avenue. The property is a two-story, Class A office building consisting of 44,797
rentable square feet and is located in Westerville, Ohio. The tenant-in-common investors purchased the property
and, at closing, entered into an asset management agreement with Cabot 465 Cleveland Avenue Asset Manager
LLC, which is wholly owned by the Sponsor. Total revenue for 465 Cleveland Avenue for January 1, 2006 through
June 30, 2006 was $49,861, or 11.8%, ahead of projections outlined in the PPM. Total operating expenses over that
same period were $21,435, or 16.7%, higher than projections with overall net operating income $28,426, or 9.7%,
higher than PPM projections. To our knowledge, our affiliated asset manager has complied with all material legal
and financial obligations to the investors as set forth in the offering and mortgage loan documents, and all
distributions to investors have met or exceeded projections.

The fifth investment was acquired on March 14, 2005 on behalf of 29 tenant-in-common investors, and is
known as Preferred Exchange Tower. The property is a 10-story, Class A office building consisting of 203,159
rentable square feet and is located in Coral Springs, Florida, within the Fort Lauderdale metropolitan area. The
tenant-in-common investors purchased the property and, at closing, entered into a twenty-year master lease with
Cabot North University Drive LeaseCo LLC, which is wholly owned by the Sponsor. Total revenue for Preferred
Exchange Tower for January 1, 2006 through June 30, 2006 was $114,630, or 5.2%, ahead of projections outlined in
the PPM. Total operating expenses over that same period were $173,457, or 19.1%, higher than projections. The
increase in operating expenses was due to higher than anticipated electrical and insurance costs as well as an earlier
than expected tax re-assessment. Overall net operating income was $58,827 or 4.5%, lower than PPM projections.
Mammwmwmmmm&wmmw
equity in year two. To our knowledge, our affiliated master lessee has complied with all material legal and financial
obligations to the investors as set forth in the master lease and mortgage loan documents.

The sixth investment was acquired on May 26, 2005 on behalf of 26 tenant-in-common investors, and is
known as 550 Polaris Parkway. The property is a five-story, Class A suburban office building consisting of 139,900
square feet and is located in Westerville, Ohio, within the Columbus metropolitan area. The 550 Polaris Parkway
property is located adjacent to 570 Polaris Parkway, which is the second tenant-in-common investment described
above. The tenant-in-common investors purchased the property and, at closing, entered into an asset management
agreement with Cabot 550 Polaris Parkway Asset Manager LLC, which is wholly owned by the Sponsor. Total
revenue for 550 Polaris Parkway for January 1, 2006 through June 30, 2006 was $22,108, or 1.8%, ahead of
projections outlined in the PPM. Total operating expenses over that same period were $35,118, or 9.8%, lower than
projections with overall net operating income $57,226 or 6.4%, higher than PPM projections. To our knowledge, our
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affiliated asset manager has complied with all material legal and financial obligations to the investors as set forth in
the offering and mortgage loan documents, and all distributions to investors have met or exceeded projections.

The seventh investment was acquired on July 14, 2005 on behalf of 18 tenant-in-common investors, and is
known as Cypress Creek Tower. The property is a five-story, Class B suburban office building consisting of 62,476
square feet and is located in Fort Landerdale, Florida, within the Cypress Creek submarket. The tenant-in-common
investors purchased the property and, at closing, entered into a twenty-year master lease with Cabot Cypress Creek
Tower LeaseCo LLC, which is wholly owned by the Sponsor. Total revenue for Cypress Creek Tower for January
1, 2006 through June 30, 2006 was $117,833, or 17.8%, below projections outlined in the PPM. The reasons for this
shortfall relate primarily to two tenant defaults and a decision by the owner of a tenant to retire instead of renew his
lease. Total operating expenses over that same period were $90,452, or 29.9%, higher than projections due to higher
than anticipated repairs and maintenance costs, energy costs, and landscaping costs. Overall net operating income
was $208,285 or 57.8%, lower than PPM projections. The master lessee is required to pay rent to the tenant-in-
common investors at an annual yield of 7.25% on invested equity in year two. At present, the Sponsor is funding
and will continue to fund any shortfalls to cover master lease rent and operating expenses. It is anticipated that the
property will meet projections in 2007, after additional lease-up of approximately 6,000 square feet, or 10% of the
building, occurs in the remainder of 2006. To our knowledge, our affiliated master lessee has complied with all
material legal and financial obligations to the investors as set forth in the master lease and mortgage loan documents.

The eighth investment was acquired on October 7, 2005 on behalf of 35 tenant-in-common investors, and is
known as 20 North Orange. The property is a 16-story, multi-tenant, Class B+ office building consisting 0f 272,714
rentable square feet and is located in Orlando, Florida. The tenant-in-common investors purchased the property and,
at closing, entered into a twenty-year master lease with Cabot North Orange LeaseCo LLC, which is wholly owned
by Sponsor. Total revenue for 20 North Orange for January 1, 2006 through June 30, 2006 was $16,755, or 0.5%,
below projections outlined in the PPM. Total operating expenses over that same period were $61,015, or 4.6%,
higher than projections with overall net operating income $77,770 or 4.1%, lower than PPM projections. The master
lessee is required to pay rent to the tenant-in-common investors at an annual yield of 7.00% on invested equity in
year one. To our knowledge, our affiliated master lessee has complied with all material legal and financial
obligations to the investors as set forth in the master lease and mortgage loan documents.

The ninth investment was acquired on December 7, 2005 on behalf of 35 tenant-in-common investors, and
is known as Cabot Trafalgar/Avion. The property consists of (i) two, Class B, two-story office buildings totaling
approximately 98,631 rentable square feet and (ii) an approximately 68,903 rentable square foot, Class B, three-
story, multi-tenant commercial office building that are located in Fort Lauderdale, Florida. The tenant-in-common
investors purchased the property and, at closing, entered into a twenty-year master lease with Cabot Trafalgar/Avion
Leaseco LLC, which is wholly owned by Sponsor. Total revenue for Trafalgar Avion for January 1, 2006 through
June 30, 2006 was $22,903, or 1.4%, ahead of projections outlined in the PPM. Total operating expenses over that
same period were $21,661, or 3.4% lower than projections with overall net operating income of $44,564, or 4.6%,
higher than PPM projections. The master lessee is required to pay rent to the tenant-in-common investors at an
annual yield of 7.00% on invested equity in year one. To our knowledge, our affiliated master lessee has compiled
with all material legal and financial obligations to the investors as set forth in the master lease and mortgage loan
documents.

The tenth investment was acquired on March 10, 2006 on behalf of 35 tenant-in-common investors, and is
known as Cabot East Broward. The property consists of (i} an approximately 342,686 rentable square foot
commercial property, consisting of (a) an approximately 304,861 rentable square foot Class A, 24-story multi-tenant
office building, and (b) an adjacent approximately 37,825 rentable square foot 2-story retail and office building; and
(if) a 99-year ground lease. The address of the property is 100 and 110 East Broward Boulevard, Fort Lauderdale,
Florida. The tenant-in-common investors purchased the property and, at closing, entered into a twenty-year master
lease with Cabot East Broward LeaseCo LLC, which is wholly owned by Sponsor. Total revenue for Cabot East
Broward for January 1, 2006 through June 30, 2006 was $98,696, or 3.9%, ahead of projections outlined in the
PPM. Total operating expenses over that same period were $175,747, or 11.9% higher than projections with overall
net operating income of $44,564, or 7.0%, lower than PPM projections. The master lessee is required to pay rent to
the tenant-in-common investors at an annual yield of 6.50% on invested equity in year one. To our knowledge, our
affiliated master lessee has complied with all material legal and financial obligations to the investors as set forth in
the offering and mortgage loan documents.
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The eleventh investment was acquired on October 19, 2006 on behalf of 33 tenant-in-common investors,
and is known as Addison Corporate Center. The property is a 585,222 net rentable square foot, multi-tenant office
and industrial complex, which consists of a 194,613 square foot, four-story office building and a 390,609 square
foot, one-story office/industrial building, situated on a 75-acre lot. The address of the property is 175 Addison
Road, Windsor, Hartford County, Connecticut 06095. The tenant-in-common investors purchased the property and,
at closing, entered into a twenty-year master lease with Cabot Addison LeaseCo LLC, as master lessee and which is
wholly owned by Sponsor. The master lessee is required to pay rent to the tenant-in-common investors at an annual
yield of 7.00% on invested equity in year one. As of November 30, 2006, the property was performing pursuant to
offering projections, and, to our knowledge, our affiliated master lessee has complied with all material legal and
financial obligations to the investors as set forth in the master lease and mortgage loan documents.

The twelfth investment was acquired on December 29, 2006 on behalf of 27 tenant-in-common investors,
and is known as Oak Grove Plaza. The property is a 230,812 net rentable square foot, multi-tenant office and
industrial complex, which consists of (i) two, two-story office buildings with a total of 95,812 rentable square feet
and (ii) two, one-story light industrial buildings with a total of 135,000 rentable square feet, situated on 26.4-acres.
The address of the property is 7575, 7585 and 7595 Baymeadows Way, Deerwood Center Business Park,
Jacksonville, Florida 32256. The tenant-in-common investors purchased the property and, at closing, entered into an
asset management agreement with Cabot Oak Grove Asset Manager LLC, which is wholly owned by the Sponsor.
To our knowledge, our affiliated asset manager has complied with all material legal and financial obligations to the
investors as set forth in the offering and mortgage loan documents, and all distributions to investors have met or
exceeded projections.

IN CONSIDERING THE PRIOR PERFORMANCE INFORMATION CONTAINED HEREIN,
PROSPECTIVE INVESTORS SHOULD BEAR IN MIND THAT PAST PERFORMANCE IS NOT
INDICATIVE OF FUTURE RESULTS, AND THERE CAN BE NO ASSURANCE THAT WE WILL
ACHIEVE COMPARABLE RESULTS IN THE FUTURE.

The Property Manager

The Master Lessee will enter into a property management agreement (the “Property Management
Agreement”) with Neyer Management, a regional commercial real estate management firm (the “Property
Manager™), pursuant to which the Property Manager will manage the day-to-day operations of the Property. Neyer
Management currently manages more than 8 million square feet in over 75 properties in the Cincinnati area. The
Master Lessee will be responsible for paying the Property Manager’s fees. The Property Management Agreement
will terminate twelve months after closing, unless extended by mutual agreement of the parties. “Summary of
Master Lease and Management Agreements — Property Management Agreement.”

Subject to the terms of the Property Management Agreement and upon approval of the Mortgage Lender,
Master Lessee reserves the right to replace the Property Manager at any time with another qualified property
manager. Upon approval of the Mortgage Lender, Master Lessee may designate an affiliate of Cabot Investment
Properties as property manager.
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COMPENSATION AND FEES

The Sponsor, the Master Lessee and their affiliated entities will earn fees in connection with the
acquisition, organization, sale, management, leasing, financing, re-financing and disposition of the Property. The
following table sets forth estimates of such compensation, fees and other distributions. Actual amounts may vary
depending upon the timing and amount of Interests sold, the performance of the Property and timing and proceeds of
any sale, refinancing or re-leasing of the Property.

Type of Compensation
or Reimbursement Method of Computation

Offering:

Organizational and Offering Expenses Cabot Acquisition will receive a fixed percentage fee 0f 2.50% of the

Allowance Gross Proceeds to pay for organizational and offering costs and
expenses. This allowance does not include amounts payable to
members of the Selling Group for Sales Commissions and Expenses.
The Organizational and Offering Expense Allowance will be
$58,750 for the Minimum Offering and $293,750 for the Maximum
Offering. Cabot Acquisition will be responsible for any
organizational and offering costs in excess of these sums and will be
entitled to retain any unused funds on a non-accountable basis.

Closing and Carrying Costs Allowance Cabot Acquisition will receive a fixed percentage fee of 5.50% of the
Gross Proceeds to pay for legal, closing and carrying costs relating to
the purchase of the Property, including estimated bridge financing
costs. The Closing and Carrying Costs Allowance will be $129,250
for the Minimum Offering and $646,250 for the Maximum Offering.
Cabot Acquisition will be responsible for any legal, closing and
carrying costs in excess of these sums and will be entitled to retain
any unused funds on a non-accountable basis.

Mortgage Loan Fees and Costs Cabot Acquisition will receive a Mortgage Loan Fee for arranging
the Mortgage Loan in the amount of $135,000, representing 0.75%
of the principal amount of the Mortgage Loan. Cabot Acquisition
estimates additional costs of $335,000, including legal counsel for
the Mortgage Lender. Cabot Acquisition has agreed to receive a
fixed fee of 4.0% of the Gross Proceeds as payment of the Mortgage
Loan Fee and to cover estimated additional costs related to the
Mortgage Loan. The Mortgage Loan Fee and related costs will be
$94,000 for the Minimum Offering and $470,000 for the Maximum
Offering. Cabot Acquisition will be responsible for paying any
related costs in excess of these sums (less the Mortgage Loan Fee)
and will be entitled to retain any unused funds on a non-accountable
basis.

Acquisition Fee Cabot Acquisition will receive an Acquisition Fee of 6.38% of the
Gross Proceeds at settlement for negotiating the acquisition of the
Property from the Seller. The Acquisition Fee will be $150,000 for
the Minimum Offering and $750,000 for the Maximum Offering.
The Acquisition Fee will be paid out of the proceeds of the Offering.
The amount of the Acquisition Fee that Cabot Acquisition will
receive will increase or decrease to the extent that the actual amounts
of other fees that are budgeted for in the purchase price for the
Interests and the $2,500 fee, to establish your Single Purpose Entity
are less than or greater than the budgeted amounts.
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Operations:
Rental Income

Refinancing Fee

Tenant In Common Transfer Fees

Appearance Fee

Liquidation:

Consulting Fee

The Master Lessee will retain the excess of the rental income
received from the tenants after payment of all amounts owed to the
Tenants in Common under the Master Lease and other capital and
operating expenses associated with the maintenance and operation of
the Property and the establishment or increase of loan or
maintenance reserves. At closing, the Master Lessee will fund a cash
reserve of $200,000 (the “Master Lessee Reserve™), which will serve
as a supplement to cash flow from the Property in satisfying the
Master Lessee’s obligations under the Master Lease. If drawn upon,
the Master Lessee will replenish the Master Lessee Reserve only to
the extent it receives cash flow from the Property in excess of its
obligations under the Master Lease. Upon termination of the Master
Lease, any remaining portion of the Master Lessee Reserve will be
retained by the Master Lessee.

In addition to any fees or commissions payable to a third-party
mortgage broker, the Master Lessee will receive a refinancing fee of
1.0% of the amount of any loan obtained to refinance the Property.
If an outside loan broker is used, the Master Lessee will be
responsible for the payment of any broker’s fees that may be due up
to a maximum of 1.0% of the loan amount.

Tenants in Common who wish to transfer their interests will be
required to pay to the Master Lessee a transfer fee of $3,500 per
transfer and reimburse the Master Lessee or its affiliate for actual
costs incurred in connection with the transfer.

In addition to actual out of pocket expenses, the Master Lessee will
receive an appearance fee equal to $3,750 for each unlawful detainer
or tax abatement appearance and each small claims court action
appearance to collect rents under any lease for the Property.

The Sponsor will be entitled to a Consulting Fee of 4.0% of the gross
sales price of the Property in connection with a sale to a third party
as a result of offers received (i) during the 270-day period provided
in the Consulting Agreement or (ii) at any time as a result of the
Sponsor’s negotiation with, and submission of offers from, a
prospective purchaser, and provided the Consulting Agreement is in
effect at the time of sale. In connection with a sale described under
(i) or (ii) above, the Sponsor will be responsible for paying outside
consulting and broker fees up to an amount of 1.5% of the gross

sales price of the Property, and the Tenants in Common will be
responsible for paying outside consulting and broker fees in excess
of 1.5% of the gross sales price of the Property. The Tenants in
Common will be required to pay their pro rata share of such
Consulting Fee.

The Sponsor, the Master Lessee and their affiliated entities may receive additional compensation for any
additional services performed on behalf of the Tenants in Common so long as such services are provided on terms
and conditions no less favorable to the Tenants in Common than can be obtained from independent third parties for

comparable services in the same location.
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NO FIDUCIARY DUTY

None of the Sponsor, Cabot Acquisition, the Master Lessee, their affiliates or the Tenants in Common will
have any fiduclary duty to any Tenant in Common, as may be applicable to other investments, such as in a
partnership, limited liability company or corporation.

CONFLICTS OF INTEREST

The Offering of Interests and management of the Property create certain conflicts of interest between the
Tenants in Common and the Sponsor, the Master Lessee and their affiliates. Notwithstanding the foregoing, the
Sponsor, the Master Lessee and their affiliates will be subject to various conflicts of interest arising out of its
relationships with the Tenants in Common.

Competition with Affiliates

The Sponsor is involved in the investment in and development and financing of real property and facilitates
Section 1031 Exchanges. Any affiliated entity, whether or not currently existing, could compete with the Tenants in
Common in the sale or operation of the Property. For example, the Sponsor may own, finance or represent
properties in the same market as the Property or nearby markets. Affiliates of the Sponsor currently own or manage
properties in Connecticut, Florida, North Carolina and Ohio. These properties or subsequent investments may
compete for tenants with and take-out purchasers for the Property.

Provisions by Affiliates of Services to the Tenants in Common or to Persons Dealing With the Tenants in
Common

The Sponsor, the Master Lessee and their affiliates will not be prohibited from providing services to, and
otherwise dealing or doing business with, the Tenants in Common or persons that deal with the Tenants in Common,
although no such services or activities (other than the services and activities disclosed in this Memorandum) are
contemplated.

Competition by the Tenants in Commeon With Other Tenants in Common and Activities for Management
Services

The Sponsor and the Master Lessee believe that their managers will have sufficient time to discharge fully
their responsibilities to the Tenants in Common and to other business activities (including other tenants in common)
in which the Sponsor or the Master Lessee is or may become involved. However, the Sponsor, the Master Lessee
and their affiliates are engaged in substantial other activities apart from the management of the Property.
Accordingly, the Sponsor and the Master Lessee will devote only so much of its time to the business of the Tenants
in Common as is reasonably required in the judgment of the Sponsor or the Master Lessee The Sponsor, the Master
Lessee and their affiliates will have conflicts of interest in allocating management time, services and functions
among the Property and the other properties held through another program they may sponsor, as well as with other
business ventures in which the Sponsor, the Master Lessee and their affiliates or the Tenants in Common are or may
become involved.
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Compensation and Reimbursements Irrespective of Property Profitability

The Sponsor, the Master Lessee and their affiliated entities will receive certain compensation from the
Tenants in Common for services rendered regardless of whether any sums are distributed to the Tenants in
Common. See “Estimated Use of Funds” and “Compensation and Fees.”

Master Lease

The Master Lessee will lease the Property from the Tenants in Common and will endeavor to earn profits
by subleasing portions of the Property to active tenants and maintaining full occupancy of the Property. The
Tenants in Common will not share in any increased rental income the Master Lessee earns as a result of tenant
leases. As such, the Master Lessee may make decisions regarding the operation of the Property intended to increase
current net revenues such as deferring maintenance and repair costs or entering into short term or higher risk leases
which may produce higher rents per square foot at the expense of a more stable tenant base. Such decisions may be
inconsistent with the long-term goals of the Tenants in Common as they may decrease the disposition value of the
Property or increase the risk associated with the tenants or Property. In addition, any bridge lender, to the extent it
acquires the Interests and rights as the Master Lessee upon a default under such bridge loan, would have a similar
conflict of interest. None of the agreements or arrangements, including those relating to compensation, between the
Sponsor, Cabot Acquisition, the Master Lessee or their affiliates, are the result of arm’s-length negotiations.

Sale or Refinancing of the Property

If the Tenants in Common decide to sell the Property at a time when the Consulting Agreement with the
Sponsor is in effect, the Sponsor will be paid a fee in connection with such sale. Similarly, if the Tenants in
Common decide to refinance the Property, the Master Lessee will be paid a fee in connection with such refinancing
under the Master Lease. As such, the Sponsor and Master Lessee, as applicable, may have an incentive to sell or
refinance the Property at a time that is not optimal for, or on terms that are not advantageous to, the Tenants in
Common. In addition, the Sponsor’s affiliates provide mortgage financing and conflicts may arise if the Sponsor
prefers financing provided by or arranged by its affiliates or if a default occurred on a Mortgage Loan provided or
arranged by one of its affiliates.

Legal Representation

Baker & McKenzie LLP has served as counsel to Cabot Acquisition, the Sponsor, the Master Lessee and
their respective affiliates with respect to the offering of Interests. As a result, conflicts may arise in the future and, if
those conflicts cannot be resolved or the consent of the respective parties to the continuation of the multiple
representation cannot be obtained after full disclosure of any such conflict, Baker & McKenzie LLP will withdraw
from representing one or more of the conflicting interests with respect to the specific matter involved. In such event,
additional counsel may be retained by one or more of the parties to assure their interests are adequately protected.

Resolution of Conflicts of Interest

The Sponsor, the Master Lessee and their affiliates have not developed, and do not expect to develop, any
formal process for resolving conflicts of interest. While the foregoing conflicts could materially adversely affect the
Property and the Tenants in Common, each of the Sponsor, the Master Lessee and their affiliates, in its sole

judgment and discretion, will try to mitigate such potential adversity by the exercise of its business judgment in an
attempt to fulfill its obligations. There can be no assurance that such an attempt will prevent adverse consequences
resulting from the numerous conflicts of interest.

46



ACQUISITION TERMS AND FINANCING

On October 30, 2006, the Sponsor entered into a contract to purchase the Property from BH Turfway LLC
(the “Seller”) for aggregate consideration of $23,750,000. In addition, $237,750 will be paid to an unaffiliated third-
party broker at closing as a result of the sale of the Property. The acquisition of the Property is expected to close on
or before February 9, 2007. Cabot Acquisition is acquiring the Property based on its “as is” condition and on a
“where is” basis with limited warranties. Cabot Acquisition will not receive or give any representations or
warranties as to the condition of the Property including the presence of hazardous materials or environmental
liabilities.

Cabot Acquisition is offering the Interests as a “turn-key” investment, which means that substantially all
costs of investing in the Property are included in the purchase price of the Interests. The only investment costs to
you in excess of the purchase price per Interest is a fixed charge of $2,500 to cover individual Tenant-in-Common
entity formation costs, charges and related legal fees, plus any fees for the maintenance of your Single Purpose
Entity (which may include the maintenance of an independent director, if required by the Mortgage Lender) or
payable to your own legal, tax or other advisors. Furthermore, Cabot Acquisition has agreed to a fixed price for
your investment, which means that it will be responsible for all expenses included in the Offering that are in excess
of those shown herein, and will keep any proceeds from the sale of Interests in excess of actual expenses.

Cabot Acquisition intends to finance the acquisition of the Property with a $8,532,500 cash down payment
from the proceeds of the offering and a $18,000,000 Mortgage Loan secured by a first priority mortgage on the
Property and an assignmeni of leases and rents. It is anticipated that the Mortgage Lender will hold back
approximately $2,545,000 in proceeds from the Mortgage Loan to fund tenant improvement and leasing commission
reserves, capital repairs and replacements to the Property and insurance and real estate tax reserves.

Cabot Acquisition may, at its discretion, obtain bridge financing in connection with the acquisition of the
Property from such lenders and upon such terms as it deems necessary or appropriate. Any such bridge loan would
be loaned to the Sponsor or the owner of Cabot Acquisition. The bridge financing would be secured by the
ownership interests in Cabot Acquisition and would be repaid out of the proceeds of the Offering and cash flow
attributable to unsold Interests held by Cabot Acquisition. The bridge financing would not encumber the Property
and the Tenants in Common would not be directly responsible for repayment of the bridge financing. All costs
associated with such bridge financing would be borne by Cabot Acquisition, and not the investors.

Cabot Acquisition has been in negotiations with the Mortgage Lender regarding the terms of the Mortgage
Loan. However, there is no guarantee that the Mortgage Loan will be obtained from the Mortgage Lender. The
following summary of the anticipated material terms of the Mortgage Loan is qualified by reference to the respective
definitive loan documents that are entered into with respect to the Property. The Mortgage Loan may be obtained on
terms substantially different from those described below. Cabot Acquisition will make copies of the Mortgage Loan
documents available to you at the time such documents are executed. You should read such documents in their
entirety prior to acquiring an Interest.

Mortgage Loan:
Amount $18,000,000
Maturity Date 10 years
Lender Wachovia Securities or its affiliate
Borrowers The Tenants in Common
Interest Rate The annual interest rate of the Mortgage Loan is anticipated to be 5.67%, subject to a rate

lock agreement with the Mortgage Lender, which rate lock expires on February 10, 2007.

Fees It is anticipated that the Tenants in Common will be responsible for the payment of the
following costs:

e alate charge of 5% of any payment not made on or before the due date; and
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Repayment

Prepayment and
Defeasance

e all legal fees incurred by the Mortgage Lender in the negotiation, documentation,
renegotiation and enforcement of the Mortgage Loan and related agreements.

It is anticipated that the principal and interest due under the Mortgage Loan will be payable as
follows:

» a payment of interest only on the date the Mortgage Loan is funded for interest
through the end of the first calendar month in which the Mortgage Loan is funded;

» apayment of interest only, in arrears, due on the first day of the month following the
first full month after that month in which the Mortgage Loan is funded and on the
first day of each calendar month thereafter for the following 59 months;

e a constant payment of principal and interest, based on a 30-year amortization
schedule, on the first day of the month following the 60th full month following the
month in which the Mortgage Loan is funded and on the first day of each calendar
month thereafter for the following 59 months; and

¢ afinal payment of principal and interest on the Maturity Date.

Payments under the Mortgage Loan will first be applied toward the payment of interest and
other costs and charges due and the balance will be applied toward the reduction of principal.

It is anticipated that the Mortgage Loan will not be prepayable until the last four months prior
to the maturity date of the Mortgage Loan. If the Mortgage Loan is accelerated following a
default prior to the last four months prior to the maturity date, in addition to principal,
interest, costs and charges, the borrower may be required to pay a “yield maintenance”
prepayment premium in an amount equal to the greater of (i) 1% of the outstanding principal
amount of the Mortgage Loan, or (ii) an amount, calculated based upon the formula contained
in the Mortgage Loan documents, intended to represent the difference between the present
value of the remaining payments of principal and interest with respect to such prepaid amount
through the maturity of the Mortgage Loan and the present value of payments accruing
interest at the same rate as a U.S. Treasury bill of comparable maturity. No prepayment
penalty will apply during the final 120 days of the Mortgage Loan.

Provided that no Event of Default (or any event which with the passage of time or the giving
of notice, or both, could become an Event of Default) has occurred, it is anticipated that the
Tenants in Common will have the right to elect to defease the Mortgage Loan and obtain the
release of the Property from the Mortgage Lender’s security interest at any time after the
earlier of (i) the date which is two years after the Mortgage Loan is securitized and (ii) a
regularly scheduled payment date that is at least four years following the closing of the
Mortgage Loan (the “Defeasance Period”). To defease the Mortgage Loan, the Tenants in
Common must replace the Property as security for the Mortgage Loan with U.S. government

Assumption

securities in amounis and maturifies sufficient fo match and pay all of the remaining
scheduled principal and interest payments under the Mortgage Loan. To elect such
defeasance, the Tenants in Common must satisfy certain conditions, including payment to the
Mortgage Lender of accrued interest under the Mortgage Loan and a defeasance deposit plus
a yield maintenance premium used to purchase the U.S. Treasury obligations which will serve
as the defeasance collateral and generate income to meet scheduled payments under the
Mortgage Loan.

1t is anticipated that the Mortgage Lender must approve any Mortgage Loan assumption and
may prohibit assumption in its sole discretion. If an assumption of the entire Mortgage Loan
by a single purchaser of the Property is approved, the Mortgage Lender will charge a 1% loan
assumption fee.
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Collateral

Reserves

It is anticipated that the Mortgage Loan will be secured by a first priority mortgage on the
Property, an Assignment of Leases and Rents, a first priority interest in all fixtures and
personal property constituting the Property and all proceeds thereof. In addition, the
Mortgage Loan will be further secured by a first priority mortgage executed by the Tenants in
Common and an Assignment of Leases. The Mortgage Loan will be made on a non-recourse
basis, meaning that with certain exceptions, upon an event of default, the Mortgage Lender
will have recourse only to the collateral securing the Mortgage Loan.

It is anticipated that the Tenants in Common may have to obtain the Mortgage Lender’s
approval with respect to material new leases and any modification, termination or renewal of
existing material leases. In addition, the Mortgage Lender may require that all future leases
be on a form which has been approved by the Mortgage Lender.

It is also anticipated that the Tenants in Common will be required to establish a clearing
account into which all receipts from the Property, including all rents, will be deposited. The
Mortgage Lender will have a first priority security interest in the clearing account. The funds
in the clearing account will be applied toward the payment of principal and interest and
establishment of reserves under the Mortgage Loan. Prior to an Event of Default, funds in
excess of those necessary to service the Mortgage Loan and establish reserves will be
transferred from the clearing account to an account established by the Master Lessee on
behalf of the Tenants in Common. After an Event of Default, all funds in the clearing
account will be transferred to the Mortgage Lender until the Event of Default is cured. This
cash flow sweep could have adverse tax consequences to the Tenants in Common.

It is anticipated that the Mortgage Lender will require the Tenants in Common to fund, on a
pro rata basis, certain reserve escrow accounts with the Mortgage Lender. The deposited
funds will accrue interest, which will be added to the deposited funds. In connection with
these accounts, the Mortgage Lender may receive a servicing fee. It is anticipated that the
reserves will include the following accounts:

Tenant Improvements and Leasing Commissions Reserve

It is anticipated that the Mortgage Lender will hold back approximately $2,000,000 to fund a
reserve to cover tenant improvement and leasing commission reserves.

In addition, it is anticipated that the Mortgage Lender will require the Tenants in Common to
place into an escrow account $163,026 per year, on a monthly basis (or $13,585 per month),
if the tenant improvement and leasing commission reserves drop below a floor of $250,000.

Capital Repairs and Replacements Reserve

It is anticipated that the Mortgage Lender will hold back approximately $500,000 to fund
capital repairs and replacements to the Property, of which $200,000 will be reserved for

capital items related-to the replacement-and repair of the roofs-at the Property-

Title Insurance

In addition, the Mortgage Lender will likely require the Tenants in Common to place into an
escrow account, on a monthly basis, an amount equal to 1/12 of the annual replacement
reserve amount of $0.15 per square foot of gross leasable square footage at the Property (i.e.,
$2,728).

Insurance and Tax Reserves

It is anticipated that the Mortgage Lender will hold back $45,000 of the Mortgage Loan
proceeds to fund insurance and real estate tax reserves.

Cabot Acquisition has obtained an ALTA survey of the Property and a title commitment with
an effective date of November 2, 2006 issued by Lawyers Title Insurance Corporation, a

49



Commercial
Insurance

Events of
Default

division of LandAmerica, for the full insurable value of the Property in connection with the
purchase of the Property. In addition to standard title exceptions, such as taxes and parties in
possession, other anticipated title exceptions include, but are not limited to, those exceptions,
if any, stated in materials available to the purchasers of Interests. Cabot Acquisition believes
that the title exceptions at the Property are typical for a property of its type and do not
adversely affect the operation of the Property. As the amount of the title policy will be less
than the $29,750,000 aggregate sales price for Interests in the Property, any losses due to
defects in the Property's title in excess of the amount insured would result in a commensurate
pro rata reduction in the value of the Interests.

The Mortgage Lender will require and the Master Lessee will procure and maintain on behalf
of the Tenants in Common, at the sole cost and expense of the Tenants in Common,
customary insurance coverage, which will likely include the following insurance:

o  “All risk” or “special perils” policies against risks of physical loss, including fire,
extended coverage, vandalism, malicious mischief, earthquake, flood, riot and civil
commotion and collapse, but without any exclusion for terrorism, for the full
replacement cost of the Property, without co-insurance requirements or with an
agreed amount endorsement attached naming the Mortgage Lender as mortgagee;

o Public liability insurance covering all liabilities incident to the ownership,
possession, occupancy and operation of the Property and naming the Mortgage
Lender as an additional insured, having limits of not less than $1,000,000 for each
occurrence, $2,000,000 in the aggregate and umbrella coverage of $10,000,000;
provided that the Mortgage Lender reserves the right to require increased coverage;

s Business income insurance (i) with loss payable to the Mortgage Lender; (ii)
containing an extended period of indemmity endorsement until such income either
returns to the same level it was prior to the loss, or the expiration of 18 months from
the date of the loss, if earlier, and (iii) in an amount equal to 100% of the projected
gross income from the Property (on an actual loss sustained basis) for a period from
the date of such casualty and continuing until the restoration of the Property is
completed, but not to exceed 18 months; and

o Such other insurance with respect to the Property, in such amounts as may from time
to time be required by the Mortgage Lender, or be prudent in the judgment of the
Master Lessee, against other insurable casualties which at the time are commonly
insured against in the case of properties of similar character to the Property.

The “Events of Default” under the Mortgage Loan documents are expected to include, but not
be limited to, the following:

e __nonpayment of any portion of the Mortgage Loan-after the paymentis-due;

» noncompliance with the express obligations contained in the Mortgage Loan
documents, including indemnification obligations and obligations relating to any
operations and maintenance program;

o  failure to perform any covenant, agreement, obligation, term or condition set forth in
the Mortgage Loan documents;

¢  default under any of the Mortgage Loan documents, where such default continues
following the expiration of any applicable notice and cure period;

e default under the Master Lease, and such default continues beyond any notice or
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cure period;

if any representation or warranty made in any Mortgage Loan document was false or
misleading in any material respect when made;

the holder of any lien against the Property declares a default which is not cured
within applicable grace and cure periods; »

the bankruptcy or insolvency of a Tenant in Common or its owner or a general
assignment for the benefit of creditors by any of them;

failure to cure properly any violations of laws or ordinances affecting the Property;

the lien of the Mortgage shall cease to constitute a first-priority lien against the
Property;

the liquidation, dissolution, consolidation or merger of any of the Tenants in
Common;

the imposition of any mechanic’s, materialman’s or other lien on the Property (other
than a lien for local real estate taxes and assessments not then due and payable)
which lien remains undischarged for a specified number of days;

the actual or threatened waste, alteration, improvement, demolition or removal of
any of the improvements on the Property without the prior consent of the Mortgage

Lender;

damage to the Property in any manner which is not covered by insurance as a result
of the Master Lessee’s failure to maintain required insurance;

failure to maintain required policies of insurance;

termination or modification of the Tenants in Common Agreement without the
consent and approval of the Mortgage Lender;

modification of the Master Lease without the consent and approval of the Mortgage
Lender;

termination of the Master Lessee without appointing a replacement master lessee
acceptable to the Mortgage Lender;

Seizure or forfeiture of the Property, or an Jnterest, resulfing from criminal
wrongdoing or other uniawful action;

the occurrence of any default under the Tenants in Common Agreement;

the transfer or encumbrance of any Interest without the consent of the Mortgage
Lender;

the commencement of any action or proceeding for the partition of all or any portion
of the Property;

failure to pay taxes; and
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* abandonment or failure to operate all or any material part of the Property.

The Mortgage Lender shall have the right to accelerate the Mortgage Loan in the event of a
default under any of the Mortgage Loan documents that is not cured within the applicable
notice and/or grace period, if any.

Remedies The Mortgage Loan will be made to the Tenants in Common on a joint and several basis, so
that upon an uncured Event of Default on the Mortgage Loan, the Mortgage Lender may
exercise its remedies against one, more or all of the other Tenants in Common. However,
because each purchaser will hold his or her Interest through a bankruptcy-remote single
purpose limited liability company, the purchaser’s liability under the Mortgage Loan will,
except as described under “Limited Recourse™ below, generally be limited to the value of the
purchaser’s Interest. The Mortgage Loan documents will require the Tenants in Common to
make debt service payments to the Mortgage Lender without regard to the rental income
received from the Property.

Upon the occurrence of an Event of Default, the Mortgage Lender may exercise all remedies
available under the Mortgage Loan documents at law or in equity, including but not limited
to:

» accelerating the Mortgage Loan;

» entering the Property and performing work necessary to preserve the value,
marketability or rentability of the Property;

e  collecting rent;
s applying for a receiver, trustee, liquidator or conservator of the Property;
e foreclosing on the Property and applying of the proceeds from a sale of the Property;

e proceeding by law suit to enforce the payment of any debt under the Mortgage Loan
documents;

e exercising any other right available to the Mortgage Lender under the Mortgage
Loan documents; and

e applying amounts held in the reserve accounts and all cash proceeds from the
operation of the Property.

Indemnification  The Tenants in Common will indemnify the Mortgage Lender against losses in connection

with the Mortgage Loan or the security arrangements,-except-for-losses-resulting-from-the —m8m

Mortgage Lender’s willful misconduct or gross negligence. In addition, if Cabot Acquisition
does not obtain environmental liability insurance for the Property, each Tenant in Common
and one or more individual direct or indirect principal of each Tenant in Common may be
required to indemnify the Mortgage Lender and its affiliates against environmental liabilities
arising from ownership and operation of the Property pursuant to a separate environmental
indemnification agreement.

Limited Cabot Acquisition anticipates that the Mortgage Loan will be nonrecourse, meaning that the
Recourse Mortgage Lender may only seek recovery from the liquidation of the Property for any
amounts which remain due under the Mortgage Loan after a default. However, the Mortgage
Loan is expected to contain the following “carve-outs”, among others, to the nonrecourse
provisions allowing the Mortgage Lender to proceed, under certain circumstances, against the
assets of a Tenant in Common, in addition to foreclosing on the Property, to recover any loss,
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cost, expense, damage, claim or other obligation to the Mortgage Lender in the event of any
of the following actions or inactions, among others, taken by such particular Tenant in
Common, or its owners or affiliates:

»  entering into subordinate financing or encumbering the Property or their Interest;

o failing to comply with the provisions of the Mortgage Loan related to the
maintenance of their Single Purpose Entity as a separate, bankruptcy remote entity
with adequate capital;

e  misapplication of funds derived from the Property;

e taking any action to delay or impair the Mortgage Lender’s ability to preserve,
enforce or foreclose on its lien on the Property;

e transfer of an Interest or a majority of the membership interests in the Tenant in
Common without the Mortgage Lender’s approval;

» material waste of the Property;

e criminal wrongdoing leading to a seizure of the Property or any interest of the
Mortgage Lender therein; or

¢ violations of environmental laws on or pertaining to the Property.

It is also anticipated that the Mortgage Loan will provide for certain springing liabilities
pursuant to which a Tenant in Common would incur personal liability for repayment of the
full amount of the Mortgage Loan as a result of the following actions or inactions, among
others, taken by such Tenant in Common, or its owners or affiliates:

¢ frand or material misrepresentation in connection with the Mortgage Loan;
e commencement of a partition action against the Property;

o entering into any amendment or termination of the Tenants in Common Agreement
or the Master Lease without the prior consent of the Mortgage Lender; or

o  bankruptey, insolvency, receivership, liquidation, winding up or similar type of
proceeding of such Tenant in Common, or consenting to, acquiescing in, arranging
or otherwise participating in bringing about the institution of such petition or
proceeding against such Tenant in Common.

While the use of a Single Purpose Entity to hold the Interests will generally limit the liability
for these carve-outs and springing liabilities to the assets of the Single Purpose Entity (i.e. the
Interest itself), if a purchaser fails to maintain formalities required for formation and
operation of its bankruptcy-remote, Single Purpose Entity under state law, with a distinct

identity from that of its owners, then the purchaser would have personal liability for the
liability accruing as a result of the aforementioned non-recourse carve-outs and springing
liabilities.

The Mortgage Lender will also require at least one individual direct or indirect principal of
each Tenant in Common to execute a Guaranty Agreement (the “Guaranty Agreement”)
pursuant to which the individual will guaranty repayment of all losses incurred by the
Mortgage Lender as a result of any of the following circumstances, among others, occurring
as a result of their own or their Single Purpose Entity’s actions or inactions:

¢ encumbrance on the Property in violation of the Mortgage Loan documents;

» material breach or default of the requirement that the Single Purpose Entity be
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properly maintained as a bankruptcy remote Single Purpose Entity;

»  misapplication of any funds received from the Property in violation of the Mortgage
Loan documents;

¢ filing of any action that delays or impairs the Mortgage Lender’s ability to foreclose
on the Property or otherwise preserve or enforce its lien;

o transfer of an Interest or a majority of the membership interests of the Single
Purpose Entity without the Mortgage Lender’s approval;

¢ material waste of the Property;
e criminal wrongdoing that results in seizure or forfeiture of the Property; or
e removal or disposal of any portion of the Property after an event of default.

It is also anticipated that the Guaranty Agreement will provide for certain springing liabilities
pursuant to which a principal guarantor would incur personal liability for repayment of the
full amount of the Mortgage Loan as a result of the following actions or inactions; among
others, taken by such purchaser, its Special Purpose Entity or their affiliates:

s  frand or material misrepresentation in connection with the Mortgage Loan;
e commencement of a partition action against the Property;

e  entering into any amendment or termination of the Tenants in Common Agreement
or the Master Lease without the prior consent of the Mortgage Lender; or

»  bankruptcy, insolvency, receivership, liquidation, winding up or similar type of
proceeding of the purchaser’s Special Purpose Entity, or consenting to, acquiescing
in, arranging or otherwise participating in bringing about the institution of such
petition or proceeding against such Special Purpose Entity.

Investors should review carefully the Mortgage, the Note and the Guaranty Agreement for
further clarification of these potential obligations.

If an environmental insurance policy is not obtained on the Property, each Tenant in Common
and one or more principals thereof may be required to agree to perform all remedial work
required by, and indemnify the Mortgage Lender for losses that may occur as a result of, the
presence of hazardous materials on the Property or any violation of environmental laws,
regulations, rules or other requirements of any governmental agency or authority relating to
the health, environment or hazardous substances. With the exception of the management fees
paid to the Property Manager by the Master Lessee, the Tenants in Common will be
responsible for and the Master Lessee will be reimbursed for any expenses or losses arising
from_the Property other than costs attributable to losses arising from the gross negligence or

willful misconduct of the Master Lessee or its associates or employees and costs of insurance
purchased by the Master Lessee for its own account.
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Mezzanine
Lender SPE

The Sponsor may elect to form a new special purpose entity, which will be a Delaware
limited liability company (“Mezzco”), to act as a mezzanine lender to the Tenants in
Common in covering costs associated with the Property in excess of reserves. The Sponsor
or an affiliate of the Sponsor may own up to 49% of the membership interests in Mezzco.

As with any tenancy-in-common structure, costs that are the responsibility of the Tenants in
Common in excess of reserves have to be funded (i) through additional capital contributions
by the Tenants in Common, (ii) out of cash flow from the property (which would restrict the
amount of cash flow available for distribution to the Tenants in Common), or (iii) through
additional borrowing.

Subject to limitations imposed by the Mortgage Loan documents, and to the extent additional
funds are required in excess of reserves available from time to time, the Master Lessee will
have the right, but not the obligation, to obtain one or more mezzanine loans to the extent the
Tenants in Common require additional funds for operations, tenant improvements, leasing
commissions or other purposes deemed appropriate by the Master Lessee (each individually a
“Mezzanine Loan” and collectively, the “Mezzanine Loans™). The terms of each Mezzanine
Loan will be subject to the unanimous approval of the Tenants in Common. The Call
Agreement, however, provides that if the Tenants in Common owning 80% or more of the
Interests in the Property vote in favor of obtaining the Mezzanine Loan, then the Master
Lessee and consenting Tenants in Common have the right, but not the obligation, o purchase
any Interests of Tenants in Common who do not vote in favor of obtaining a Mezzanine
Loan.

Mezzco will have no obligation to fund Mezzanine Loans. It is anticipated that Mezzco will
seek to obtain a loan that would enable it to lend the Tenants in Common a certain fixed
amount on a Property, but will have no obligation to do so. There can be no assurance that
Mezzeo will be able to obtain any such loan on terms satisfactory to Mezzco and the Tenants
in Common,

1t is anticipated that each Mezzanine Loan would bear interest at the then prevailing market
rate for similarly sized mezzanine loans at the time such Mezzanine Loan is made. Interest
accrued under the Mezzanine Loan normally would be payable only to the extent that the
cash flow from the Property exceeds all amounts due and payable with respect to the
Mortgage Loan and the amounts required to fund any Mortgage Lender required reserves.
Each Mezzanine Loan may also contain such other customary terms and conditions as may be
found in similarly sized mezzanine loans at the time such Mezzanine Loan is made.

Any Mezzanine Loan will be made to the Tenants in Common on a joint and several basis, so
that in the event of a default under the Mezzanine Loan, Mezzco may exercise its remedies
against one, more or all of the other Tenants in Common. If Mezzco were to foreclose, a
Tenant in Common would likely lose its entire investment.

Each Mezzanine Loan will be subordinate to the interest of the Mortgage Lender (or any
other lender whose loan is secured by an interest in the Property) and Mezzco will likely be
required to execute a subordination and standstill agreement in a form as initially approved
by the Mortgage Lender. The Mezzanine Loan will pot be secured by the Property or any of
the other collateral for the Mortgage Loan directly. Instead, each Mezzanine Loan will be
secured by a pledge of the equity interests in the Tenants in Common. Accordingly, each
purchaser will be required to pledge his or her equity interest in the Tenant in Common
owned by that purchaser.

Cabot Acquisition plans to negotiate with the Mortgage Lender with respect to certain terms
in the Mortgage Loan documents relating to Mezzco and the Mezzanine Loan. It is
anticipated that the terms of the Mortgage Loan documents will allow for a pledge of the
equity interests in the Tenants in Common as security for a Mezzanine Loan from Mezzco,
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which pledge will not constitute an event of default and will be subordinate to the Mortgage
Loan, provided that certain conditions are satisfiled. We anticipate that these terms will
include the following:

®

Mezzco will execute a subordination and standstill agreement for the benefit of the
Mortgage Lender. It is anticipated that the subordination and standstill agreement will
provide that Mezzco will not enforce its rights to foreclose the Mezzanine Loan until after
the Mortgage Loan has been repaid.

The Mortgage Lender’s approval of additional borrowing applies only to a Mezzanine
Loan from Mezzco.

So long as the Mortgage Loan is outstanding, monthly debt service on the Mezzanine
Loan will be payable only from excess cash flow as permitted under the Mortgage Loan
documents. ’ ‘

The Mezzanine Loan may not exceed a certain amount as stipulated by the Mortgage
Lender in the Mortgage Loan documents (the “Mezzanine Loan Cap”). In the event that
a Mezzanine Loan in excess the Mezzanine Loan Cap is needed, the Master Lessee may
request approval from the Mortgage Lender for a larger Mezzanine Loan.

No Event of Default, nor any event which with notice or the passage of time or both
would constitute an Event of Default, will have occurred and be then continuing under
any of the Mortgage Loan documents.

All proceeds of the Mezzanine Loan will be used to pay operating expenses of the
Property and costs of tenant improvements and leasing commissions in connection with
reletting the Property.

The Mortgage Lender will have received (a) evidence satisfactory to the Mortgage Lender
that the Mezzanine Loan will have no adverse effect on the bankruptcy remote status of
the Tenants in Common, and (b) a legal opinion regarding substantive consolidation
issues.

All of the Mortgage Lender’s costs and expenses associated with the Mezzanine Loan
(including reasonable attorneys’ fees and rating agency fees) will be paid by the Tenants
in Common pro rata in accordance with their Interests in the Property.
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SUMMARY OF MASTER LEASE AND MANAGEMENT AGREEMENTS

The Property will be leased to the Master Lessee pursuant to the terms of the Master Lease. Each Tenant in
Common will acquire a pro rata interest as lessor under the Master Lease. The Master Lease is a net lease
incorporating, with certain exceptions, all expenses and debt service associated with the operation of the Property.
The Master Lessee will operate the Property for its own benefit and will be entitled to retain any positive difference
between the Property’s operating cash flow and Master Lease payments due to the Tenants in Common and the
Mortgage Lender. Likewise, the Master Lessee is liable for the cash shortfalls between the operating cash flow and
Master Lease payments due to the Tenants in Common and the Mortgage Lender. Prospective investors should be
aware that the Master Lessee is a newly formed entity with no substantial assets other than its lease interest in the
Property under the Master Lease and the Master Lessee Reserve. The management of the Property is conducted
pursuant to the terms of the following agreements:

e  The Master Lease, pursuant to which the Master Lessee operates the Property; and

e  The Property Management Agreement, pursuant to which the Property Manager manages the day-to-
day operations of the Property.

Summaries of the anticipated terms of these agreements follow. These summaries are qualified by
reference to the full text of the agreements actually executed. You should review these agreements in their entirety
prior to acquiring an Interest.

Master Lease

The Master Lessee will lease the Property pursuant to the terms of the Master Lease. The following is a summary of
some of the significant provisions of the Master Lease. This summary is qualified in its entirety by reference to the
full text of the agreement, a form of which is attached as an exhibit hereto.

Rent and Expenses The Tenants in Common will enter into the Master Lease for the entire Property with the
Master Lessee on an absolute net basis. The Master Lease has a term of 20 years. During
the term of the Master Lease, the Master Lessee anticipates that it will pay annual base
rent (payable in equal monthly installments) as follows:

Year % of Equity Annual Payment Monthly Payment
1-2 7.50% $881,250 $73,438
3-5 8.00% $940,000 $78,330
6 8.50% $998,750 $83,229
7-9 9.00% $1,057,500 $88,125
10-13 10.00% $1,175,000 $97,917
14-16 11.00% $1,292,500 $107,708
17-20 12.00% $1,410,000 $117,500

T additiontothe base rent;the Master Tesseswill ritake payments, on behalf of the
Tenants in Common to cover interest and principal payments under the Mortgage Loan
and amounts payable into Mortgage Lender-required reserve accounts. The amounts will
be paid from cash flow from the Property and deemed additional rent paid by the Master
Lessee. The Master Lessee will be responsible for all other costs of operating, managing
and maintaining the Property during the term of the Master Lease, including the payment
of all leasing and capital expenses to the extent the reserves required by the Mortgage
Lender for these purposes are exhausted. If the principal and interest components of
additional rent are increased during the term of the Master Lease, other than as a result of
(i) the anticipated increase in Mortgage Loan debt service beginning in the fifth year after
closing or (ii) the Master Lessee’s default under the Master Lease, base rent will be
reduced by a corresponding amount, and if the increase exceeds the amount of the
corresponding base rent installment, any excess will be payable solely by the Tenants in
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Common. Similarly, if the principal and interest components are decreased, base rent
will be increased by a corresponding amount. See “Summary of Master Lease and
Management Agreements — Master Lease” and “Acquisition Terms and Financing.”

20 years.

The Master Lease will automatically terminate upon a sale of the Property. In addition,
the Master Lessee has the right to terminate the Master Lease (i) at any time following the
tenth anniversary of the commencement date of the Master Lease, in its sole discretion,
with or without cause, upon 90 days written notice to the Tenants in Common and (ii) if
the Tenants in Common terminate or fail to renew the Consulting Agreement. The
Master Lease will automatically terminate upon the sale of the Property, provided that the
Mortgage Lender’s approval for such sale has been obtained. The Tenants in Common
generally do not have the right to terminate the Master Lease during the term absent a
default by the Master Lessee.

The Master Lessee will have the obligation to:
® manage, lease and operate the Property,

s  ensure that the Property and any use thereof is in conformity with all legal
requirements, including zoning ordinances, building and fire codes,
environmental laws and the Americans with Disabilities Act,

e provide utilities and building services,
e maintain the interior and exterior of the property in good condition and repair,

e  procure and maintain property/casualty, commercial, loss-of-rent and other types
of insurance on the Property required under the Mortgage Loan, and

e  repair and rebuild any property damage.

The Master Lessee may cause the Property Manager or others to provide such services.
The Tenants in Common and the Mortgage Lender will be named as additional insured or
loss payees, as the case may be, on the insurance policies obtained by the Master Lessee.
Provided that the Master Lessee is not in default under the Master Lease, proceeds from
insurance policies in excess of those required for repairs and/or rebuilding will be
retained by the Master Lessee, subject to any applicable requirements under the Mortgage
Loan.

As compensation for its services, the Master Lessee will receive the compensation
described under “Compensation and Fees.” The Master Lessee will be entitled to certain
reimbursements for its out-of-pocket costs and expenses.

Indemnification

Loan Issues

The Master Lessee is obligated to indemnify the Tenants in Common against all losses,
damages, expenses, costs and liabilities arising from: (i) personal injury, damage, theft or
loss of property claims relating to the Property, (ii) the occupancy of the Property by,
through or under the Master Lessee, (iii) any failure of the Master Lessee to comply with
any of the covenants, terms, conditions, representations or warranties contained in the
Master Lease, and (iv) the use, storage disposal, generation or discharge of hazardous
materials on the Property or violations of environmental laws at the Property; provided,
however, the Master Lessee will have no obligation to indemnify the Tenants in Common
for any such losses, expenses, costs or liabilities caused by the negligence or willful
misconduct of the Tenants in Common.

Under the Master Lease, the prior written approval of the Master Lessee is required in
connection with any amendments to or modification of the Mortgage Loan and any new
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financing relating to the Property. The Master Lessee will pledge its assets, as required
by the Mortgage Lender, to ensure performance of its obligation under the Master Lease
and the Mortgage Loan documents. The Master Lessee will not, however be obligated as
a co-borrower under the Mortgage Loan. The Master Lease will be subordinated to the
Mortgage Loan. Termination of the Master Lease without the appointment of a Master
Lessee acceptable to the Mortgage Lender will constitute an event of default under the
Mortgage Loan.

The Master Lease provides that various reserves required by the Mortgage Lender will be
available to the Master Lessee for purposes of funding tenant improvement costs, leasing
commission expenses and related capital expenses associated with the Property. In
addition, at closing, the Master Lessee will fund a Master Lessee Reserve of $200,000,
which will serve as a supplement to cash flow from the Property in satisfying the Master
Lessee’s obligations under the Master Lease. If drawn upon, the Master Lessee will
replenish the Master Lessee Reserve only to the extent it receives cash flow from the
Property in excess of its obligations under the Master Lease. Upon termination of the
Master Lease, any remaining portion of the Master Lessee Reserve will be retained by the
Master Lessee.

Master Lessee may not assign its interest under the Master Lease or permit any change of
control of the Master Lessee without the prior consent of the Tenants in Common and the
Mortgage Lender.

The following matters, among others, will constitute an event of default by the Master
Lessee under the Master Lease:

e  failure to pay rent or other amounts due to or to be paid on behalf of the Tenants
in Common within 10 days of notice of failure to pay;

e failure to observe or perform any other terms of the Master Lease, and the
failure to cure such non-performance within 30 days of notice of such failure
(subject to extension if the cure has been diligently undertaken and pursued
during such period);

o the leasehold interest of the Master Lessee shall be taken on execution or other
process of law in any action against the Master Lessee;

e fajlure to comply with covenants, or to remedy inaccuracies in material
representations or warranties, in the Master Lease within any applicable cure or
remedy period;

o the Master Lessee or its general partner or manager shall institute any
proceeding, or a final order shall be entered, for the dissolution of the Master
Lessee or its general partner or manager;

®»  any levy upon, attachment or filing of any lien against the leasehold interest of
the Master Lessee which is not discharged within 120 days of filing;

e the taking of or the failure to take any action which is in violation of the
Mortgage Loan and which is not cured within any applicable cure or remedy
period under the Mortgage Loan; or

o insolvency or bankruptcy of, or appointment of a trustee or receiver for, the
Master Lessee.

Upon the occurrence of any event of default, the Master Lease provides that the
Tenants in Common may:

o  terminate the Master Lease and/or the Master Lessee’s possessory rights under
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Master Lease, on five days’ notice;

e enter the Property and perform the Master Lessee’s obligations under the Master
Lease (in which case the Tenants in Common will be entitled to reimbursement
from the Master Lessee); and

e receive all rent accrued through the date of termination plus all out of pocket
costs incurred in obtaining possession of the Property, all out of pocket costs
incurred in repairing the Property and any costs incurred in collecting such
amounts, subject, in all cases, to reasonable mitigation by the Tenants in
Common.

Further, in the event of any such event of default by the Master Lessee, the Tenants in
Common, after retaking possession of the Property without terminating the Master
Lessee, may collect either (i) any deficiency between the rents collected by the Tenants in
Common from the lease of the Property and the rent due under the Master Lease or
(1i) the present value, discounted at 10%, of the difference between the rent and the fair
market rental of the Property, for the balance of the term of the Master Lease.

In spite of the foregoing remedial rights, the Tenants in Common will be subject to the
rights and requirements of the Mortgage Lender under the Mortgage Loan. If the Master
Lessee defaults under the Master Lease, such default is likely to constitute a default under
the Mortgage Loan and the exercise of any such rights shall likely only be available, if at
all, following consultation with the Mortgage Lender.

The Master Lessee will have the right to obtain on behalf of the Tenants in Common a
non-recourse loan secured by a mortgage on the Property for the purpose of refinancing
any existing loan on the Property, or if unencumbered, leveraging the Property, provided
that all of the Tenants in Common consent to the refinancing or leveraging of the
Property. The Master Lessee will receive a fee in connection with the refinancing or
leveraging of the Property.

The Master Lease will automatically terminate upon the sale of the Property, provided
that the Mortgage Lender’s approval for such sale has been obtained.

Any dispute arising under the Master Lease with respect to rents payable thereunder will
be subject to arbitration in Massachusetts. All other actions shall be brought in and the
terms of the Master Lease will be construed in accordance with the laws of the State of
Kentucky.

The Tenants in Common will enter into a separate Consulting Agreement with the Sponsor under which the
Sponsor will have the right to provide services in connection with the remarketing and sale of the Property and

receive g fee forsuchservices upon 2 sale of the Property.

Term A one-year period which will be renewed with the consent of the Tenants in Common holding
a majority of the Interests.

Consulting Fee 4.0% of the gross sales price of the Property in a sale to a third party as a result of offers
received (i) during the 270-day period following the decision of the Tenants in Common to
sell or exchange the Property or (ii) at any time as a result of the Sponsor’s negotiation with,
and submission of offers from, a prospective purchaser, and provided the Consulting
Agreement is in effect at the time of sale.

Third Party In the event the Sponsor receives the Consulting Fee as a result of a sale or exchange of the
Consulting and Property, the Sponsor will be responsible for the payment of any third party brokerage or
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Broker Fees

consulting commissions up to 1.5% of the gross sales price of the Property. The Tenants in
Common will be responsible for third party brokerage or consulting commissions in excess of
1.5% of the gross sales price.

Arbitration Any dispute arising under the Consulting Agreement will be subject to arbitration in
Massachusetts.
Property Management

The Master Lessee will enter into a property management agreement with Neyer Management (the
“Property Manager”), under which the Property Manager will act as the property manager (the “Property
Management Agreement”). Subject to the terms of the Property Management Agreement and upon approval of the
Mortgage Lender, Master Lessee reserves the right to replace the Property Manager at any time with another
qualified property manager. Upon approval of Mortgage Lender, Master Lessee may designate an affiliate of Cabot
Investment Properties as property manager.

The following is a summary of the anticipated material provisions of the Property Management Agreement.
It is qualified in its entirety by reference to the full text of the agreements entered into with the Property Manager.

Property Management Agreement

Property
Manager

Property
Management Fee

Neyer Management
See “Management — The Property Manager” for a description of the Property Manager.

The Master Lessee will pay the Property Manager a monthly property management fee equal
to 3.0% of the gross revenue from the Property. Gross revenue includes all gross receipts
received from the operation of the Property, including, without limitation, all rent, percentage
rent, and reimbursements for operating expenses, insurance premiums and real estate taxes
actually received from tenants. Gross revenue excludes payments which constitute
reimbursements for construction costs, payments from tenants made in consideration of the
modification, cancellation or surrender of any lease (or made by reason of any default
thereunder), sales taxes received in connection with fenant rent payments, security deposits,
condemnation awards, insurance proceeds, owner’s advances, proceeds from the sale of the
Property and proceeds of any financing of the Property. The Master Lessee will also
reimburse the Property Manager for certain expenses or costs incurred in connection with the
operation and management of the Property to the extent they are within the approved budget
or approved in writing by Master Lessee, including costs of employment, telecommunications
and other expenses. The Property Management Fee and expenses will not reduce the rent due
to the Tenants in Common under the Master Lease. The monthly property management fee
will likely include the following services:

s dgy-to-day management and operation of the Property, including operational
management and tenant relations;

e income and expense budgeting, monthly financial reporting, operating expense
reconciliations, fiscal management, tenant relations, technical operations, property
inspections and all property management functions relating to the Property;

e collection of all rent or other payments due;

¢ maintenance of full and accurate books of account and other records reflecting the
results of operations at the Property;

e on-site general maintenance and tenant response;

o provide monthly financial statements, requested supporting data, descriptions of
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work performed on the premises, an annual budget for the Master Lessee’s approval
and other reports reasonably requested by the Master Lessee from time to time
including operating expense reconciliation;

o evaluation, supervision and management of all service contracts in accordance with
the approved annual budget.

Agreement will terminate twelve months after closing, unless extended by mutual agreement
of the parties.

The Master Lessee may terminate the Property Management Agreement immediately upon
giving written notice to the Property Manager in the event of: (i) the Property Manager’s
uncured negligence, default or breach in the performance of its duties under the Property
Management Agreement, (i) a petition in bankruptcy is filed by or against the Property
Manager or the Property Manager makes an assignment for the benefit of creditors or takes
advantage of any insolvency act or proceeding. (iii) failure by the Property Manager to
comply with the applicable provisions of the Mortgage Loan or which relate to the collection
and disbursement of funds derived from the Property or the management operation of the
Property, or (vi) gross negligence or intentional or willful misconduct by the Property
Manager.

Further, the Property Management Agreement will terminate automatically if (i) the Property
is sold in a third party arms length transaction, (ii) a mortgage foreclosure occurs, (iii) the
mortgagee of the Property directs the Master Lessee to discharge the Property Manager, or
(iv) there is substantial damage to the Property caused by condemnation, fire or other casualty
and the Tenants in Common or the Master Lessee decides not to restore the Property.

1t is anticipated that the Master Lessee will agree to hold the Property Manager harmless from
liability associated with the Property and its proper provision of services under the Property
Management Agreement, except for the items for which the Property Manager is obligated to
indemnify Master Lessee under the Property Management Agreement. The Property Manager
will indemnify the Master Lessee for: (i) the negligence or willful or intentional misconduct
of the Property Manager or its agents, or employees, (ii) any action beyond the scope of
Property Manager’s authority as set forth in the Property Management Agreement or, (iii) any
claim or action for which there is not adequate insurance coverage in effect; provided the
Property Manager will not be liable for (a) any negligent and/or omission or willful or
intentional misconduct of the Master Lessee, the Tenants in Common or any agent or
employees (other than the Property Manager) of Master Lessee or the Tenants in Common or
(b) any claim or action for which there is adequate insurance coverage in effect.
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SUMMARY OF THE AGREEMENTS TO BE ENTERED INTO BY THE PURCHASERS

If you desire to acquire an Interest, you will be required to enter into a number of agreements which set
forth the relative rights and obligations of each purchaser with respect to their acquisition and ownership of an
Interest. These agreements include:

e The Purchase Agreement which governs your acquisition of an Interest and the accession to the
Tenants in Common Agreement, Call Agreement, Master Lease and Consulting Agreement;

o The Tenants in Common Agreement and Call Agreement which govern the ownership, transfer
and management of the Property by the Tenants in Common;

e  The Single Purpose Entity operating agreement, which contains certain provisions necessary to
maintain your Single Purpose Entity as an entity with a distinct identity from you;

¢  The Guaranty Agreement and Environmental Indemnity Agreement, which set forth the extent to
which you and your Single Purpose Entity will be liable under the Mortgage Loan; and

» The Accession Agreement, pursuant to which purchasers who purchase after the initial closing of
the Offering will agree to be bound to the terms of the Tenants in Common Agreement, Call
Agreement, Master Lease and Consulting Agreement.

Summaries of the anticipated terms of these agreements follow. These summaries are qualified by
reference to the full text of the agreements actually executed. You should review these agreements in their entirety
prior to acquiring an Interest.

Purchase Agreement

If you are interested in acquiring an Interest, you must execute a Purchase Agreement in the form attached
bereto. You should review the entire Purchase Agreement with your own independent legal counsel before
submitting an offer to buy an Interest. The following is merely a summary of some of the significant provisions of
the Purchase Agreement and is qualified in its entirety by the full text thereof.

Purchase of the To buy an Interest, you must initially complete and deliver to the Managing Broker-Dealer or

Interests your broker-dealer the Purchase Agreement, Purchaser Questionnaire, credit check
authorization with a current financial statement, tax returns for the past two years, and any
other item required by the Mortgage Lender in connection with your entry into the Mortgage
Loan documents. In addition, because transfer of the Property must comply with the
Connecticut Property Transfer Act, each Tenant in Common will need to complete certain
property transfer forms within 10 days of purchasing an Interest.

Within 72 hours of submitting the Purchase Agreement, you must wire a good faith deposit in

the-amount-of-$25,000-into-the Eserew-Account-as—speeified-in-the-Purchase-Agreement—

Your good faith dep051t will be returned to you, without interest, at the close of escrow or
applied toward the purchase price for your Interest, provided, however, in the event that you
default under the Purchase Agreement, Cabot Acquisition may retain your good faith deposit
as liquidated damages. Upon review of your suitability, Cabot Acquisition will provide you
with a due diligence package.

“As-is purchase”  The Purchase Agreement provides that the purchasers of Interests must accept their Interests
in the Property in an “as-is” condition. You will receive limited representations or warranties
regarding matters affecting the operation and ownership of the Property. Consequently, you
must rely on your own investigation and analysis of the Property and you are encouraged to
seek the advice of your own independent legal counsel, accountants or real estate advisors.
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Termination of The Purchase Agreement may be terminated (by the party in whose favor the closing

Purchase conditions have been established) if the closing conditions are not satisfied as set forth in the

Agreement Purchase Agreement. The conditions will include the purchaser’s approval of the preliminary
title report, environmental assessment and engineering reports, appraisal and survey regarding
the Property, the issuance of a title insurance policy to, or for the benefit of, the purchaser and
the Mortgage Lender’s approval of the purchaser’s assumption of a portion of the Mortgage
Loan, if any. Certain ;lenders may impose additional closing conditions. If your Purchase
Agreement is terminated, you will have no right to acquire any portion of the Property and
will have no claims against Cabot Acquisition for damages, expenses, lost profits or
otherwise. Cabot Acquisition will return your good faith deposit to you, however, without
interest, if the Purchase Agreement is terminated for any reason other than your default.

Rescission Rights ~ The Purchase Agreement contains a provision allowing you to terminate the Purchase
Agreement and obtain a return of your good faith deposit if, after the date you submit the
Purchase Agreement, Cabot Acquisition provides you with a preliminary title report,
environmental assessment and engineering reports, appraisal, survey or Mortgage Loan
documents for the financing of the Property or modifications or amendments of any of such
documents that, in your discretion, contains information indicating that the purchase of
Interests is no longer appropriate. You must give any such rescission notice to Cabot
Acquisition in writing within three business days after receipt of the applicable document or
you will be deemed to have waived your right.

Closing Costs The purchase price of the Interests includes each purchaser’s pro rata share of all closing and
related costs in connection with the transaction, including, but not limited to, the fees set forth
in this Memoranduam, the escrow holder’s fee, the cost of the owner’s title policy to be issued
to each purchaser, and Mortgage Loan assumption charges, if any. Cabot Acquisition will be
responsible for such costs in excess of the portion of the purchase price for the Interests
allocated for such costs and will be entitled to retain any unused funds. However, each
purchaser will be responsible for paying Cabot Acquisition $2,500 for the formation of its
Special Purpose Entity, as well as the fees of its own legal, tax or other advisors and the
ongoing maintenance of its Special Purpose Entity (which may including the maintenance of
an independent director).

Pre-Closing You must represent and warrant that:
Representations

and Warranties *  you are relying on your own inspections, investigations and analyses of the Property

in entering into the Purchase Agreement and not relying on the representations,
warranties, studies, reports descriptions, guidelines or other material furnished by
Cabot Acquisition or its representatives, that the purchase is in an “as is” condition
and that you are a sophisticated, experienced investor who will rely entirely on your
own review;

e  you have received, read and fully understand the Memorandum and all attachments

and-exhibits-thereto-and-are-basing-your-decision-to-invest-on the Memorandum-and——————
any exhibits and attachments thereto and have relied only on the information

contained in such materials and has not relied upon any representations made by any

other person;

e  you recognize that an investment involves substantial risk and are fully cognizant of
" and understand all of the risk factors related to the purchase of an Interest, including,
but not limited to, those risks set forth in “Risk Factors™;

e  your overall commitment to investments that are not readily marketable is not
disproportionate to your net worth, and your investment in an Interest will not cause
such overall commitment to become excessive;

e  you have adequate means of providing for your financial requirements, both current
and anticipated, have no need for liquidity in this investment and can bear and are
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willing to accept the economic risk of losing your entire investment in an Interest;

e your purchase of an Interest has not been preceded or accompanied by the
publication of any advertisement or by any general solicitation;

o all information that you have provided to Cabot Acquisition concerning your
suitability o invest in an Interest is complete, accurate and correct as of the date of
the Purchase Agreement and to update any changes in information occurring prior to
the closing date of your purchase of an Interest;

e  you have had the opportunity to ask questions of, and receive answers from, the
Sponsor and its officers, directors and employees conceming the Property and the
terms and conditions of the Offering, and to obtain any additional information
deemed necessary to verify the accuracy of the information contained in the
Memorandum;

*  you are purchasing your Interest for your own account and for investment purposes
only and have no present intention, agreement or arrangement for the distribution,
transfer, assignment, resale or subdivision of your Interest and understand your
investment will be highly illiquid and may have to be held indefinitely;

e  you understand that legends will be placed on the Tenants in Common Agreement
with respect to restrictions on distribution, transfer, resale, assignment or subdivision
of your Interest imposed by applicable federal and state securities laws and are fully
aware that your Interest has not been and will not be registered with the Securities
and Exchange Commission in reliance on the exemption from registration
promulgated under Rule 506 of Regulation D of the Securities Act of 1933, as
amended, which reliance is based in part upon your representations and that your
Interest has not been and will not be registered under applicable state securities laws
and is being offered and sold pursuant to the exemptions specified in such laws, and,
unless it is registered, it may not be re-offered for sale or resold except in a
transaction or as a security exempt under those laws and that the specific approval of
such resales by the state securities administrator may be required in some states;

o you understand that neither Cabot Acquisition, its officers, directors, employees,
managers or members or affiliates nor their legal counsel or advisors represent you in
any way in connection with the purchase of your Interest;

e  you understand and are aware that there are uncertainties regarding the treatment of
an Interest as an interest in real property for federal income tax purposes;

s  you have read the entire Memorandum and fully understand that there is a risk that an
Interest will not be treated as an interest in real property for federal income tax
purposes;

e you have independently obtained advice from legal counsel and/or an accountant
e —peparding-any-tax-deferred-exchangeunder-Code-Seetion-103-includingwithout————
limitation, whether the acquisition of your Interest may qualify as part of a tax-
deferred exchange, and are relying on such advice and not on the opinion of Tax
Counsel;

e you are aware that the IRS has issued Revenue Procedure 2002-22 specifically
addressing tenant-in-common arrangements; that the Revenue Procedure is merely
guidance and is not a “safe-harbor” for taxpayers or sponsors, so that, without the
issuance of a Private Letter Ruling on a specific offering, there is no assurance that
an Interest will not be treated as a partnership interest for federal income tax
purposes;

e you understand that Cabot Acquisition has not obtained, and will not request, a
private letter ruling from the IRS that the Interests will be treated as an undivided

65



interest in real property as opposed to an interest in a partnership;

you understand that the tax consequences of an investment in an Interest, especially
the treatment of the transaction described herein under Code Section 1031 and the
related Section 1031 Exchange rules, are complex and vary with the facts and
circumstances of each individual Purchaser;

you understand that the opinion of Tax Counsel states that an Interest “should” be
treated as an interest in real property and not a partnership interest for federal income
tax purposes, and that no assurance can be given that the IRS will agree with this
opinion;

you agree to indemnify, defend and hold harmless Cabot Acquisition and all of its
limited partners, general partners, officers, directors, affiliates and advisors from any
and all damages, losses, liabilities, costs and expenses (including reasonable
attorneys’ fees) that they may incur by reason of your failure to fulfill all of the terms
and conditions of the Purchase Agreement or by reason of the untruth or inaccuracy
of any of the representations, warranties or agreements contained therein or in any
other documents you furnish in connection with the acquisition of an Interest;

you agree to provide such information and to execute and deliver such documents as
may be reasonably necessary to comply with any and all laws and regulations to
which Cabot Acquisition or the tenancy in common formed by the Tenants in
Common Agreement is subject;

you and all of your beneficial owners, are in compliance with all laws, statutes, rules
and regulations of any federal, state or local governmental authority in the United
States of America applicable to each, including, without limitation, the requirements
of Executive Order No. 13224, 66 Fed. Reg. 49079 (Sept. 25, 2001) (the "Order")
and other similar requirements contained in the rules and regulations of the Office
of Foreign Asset Control, Department of the Treasury ("OFAC") and in any
enabling legislation or other Executive Orders (the “Orders™) in respect thereof.

neither you nor any of your beneficial owners:

(a) is listed on the Specially Designated Nationals and Blocked Persons List
maintained by OFAC pursuant to the Order and/or on any other list of
terrorists or terrorist organizations maintained pursuant to any of the rules
and regulations of OFAC or pursuant to any other applicable Orders (such
lists are collectively referred to as the "Lists");

(b) has been indicted or arrested for money laundering or for predicate crimes
to money laundering, convicted or pled nolo contendere to charges
involving money laundering or predicate crimes to money laundering;

(c) has been determined by competent authority to be subject to the

prohibitions contained in the Orders;

(d) is owned or controlled by, nor acts for or on behalf of, any Person on the
Lists or any other Person who has been determined by competent
authority to be subject to the prohibitions contained in the Orders;

(e) shall transfer or permit the transfer of any interest in the Tenant in
Common formed to hold your Interest to any person or entity who is, or

whose beneficial owners are, listed on the Lists; or

€3] shall assign this Agreement or any interest herein, to any Person who is
listed on the Lists or who is engaged in illegal activities.
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Title Policy

Indemnity

Liguidated
Damages

Arbitration

The Purchase Agreement provides that the purchasers will receive an owner’s policy of title
insurance insuring the purchasers’ undivided interest in the Property.

The Purchase Agreement contains an indemnity provision whereby each purchaser will be
required to indemnify, defend and hold Cabot Acquisition and certain of its affiliates harmless
from any and all damages, losses, liabilities, costs and expenses (including reasonable
attorneys’ fees and costs) that Cabot Acquisition or its affiliates may incur by reason of a
purchaser’s failure to fulfill all of the terms and conditions of the Purchase Agreement or the
untruth or inaccuracy of any of the representations, warranties, covenants or agreements
contained therein or in any other document furnished by the purchaser in connection with the
purchase of an Interest. You should review the Purchase Agreement prior to subscribing for
the Interests.

The Purchase Agreement contains a liquidated damages provision. This provision allows
Cabot Acquisition to retain your good faith deposit as liquidated damages if the sale does not
close due to your default. Events of default may include the failure to execute and deliver
documents and agreements required by the Purchase Agreement. Cabot Acquisition may
retain such deposits even if it did not incur any actual damages as a result of your default.

Any dispute arising under the Purchase Agreement will be subject to binding arbitration in
Massachusetts.

Tenants in Common Agreement

The Tenants in Common Agreement governs the relationship among the Tenants in Common and their
common ownership of the Property. The Tenants in Common Agreement provides mechanisms for: voting on
matters to be decided by the Tenants in Common, funding additional cash advances, exercising partition rights and
transferring Interests. Please note however, that the rights of the Tenants in Common will also be affected by the
Call Agreement, Master Lease and the terms of the Mortgage L.oan documentation. You should review carefully the
Tenants in Common Agreement along with the other documents governing the relationship among the Tenants in
Common and the acquisition and financing of the Property and Interests therein to understand the rights and
obligations associated with an acquisition of an Interest.

Term

Cash Advances

The Tenants in Common Agreement will remain in effect until such time as all of the Tenants
in Common or their successors-in-interest no longer own the Property as tenants in common.
In no event will a Tenants in Common Agreement continue beyond December 31, 2055.

Each Tenant in Common will be obligated to pay its pro rata share of any future cash
advances required in connection with the ownership, operation, management and maintenance
of the Property to the extent not paid by the Master Lessee. If any Tenant in Common fails to
pay any required cash advance, any other Tenant in Common may fund such advance for a
period not exceeding 31 days. The Tenants in Common Agreement requires the nonpaying

Tenant-in-Common-to-reimburse-the-paying-Tenant{s)in-Common-upondemand;-togeth

Income and

with interest at a rate of 10%. The Master Lessee may also withhold future cash
disbursements otherwise payable to the nonpaying Tenant in Common and pay these amounts
to the paying Tenants in Common until the reimbursement is paid in full. In addition, the
paying Tenant(s) in Common may exercise any other legal remedies available to them. Each
nonpaying Tenant in Common will also indemnify the other Tenants in Common to the extent
such other Tenants in Common suffer a cost, liability or expense on account of such
nonpaying Tenant in Common. Pursuant to the Call Agreement, the Master Lessee and other
Tenants in Common will have the right to purchase the Interest of a nonpaying Tenant in
Common who fails to satisfy its obligation to make additional cash advances.

Except as provided in the Master Lease, all benefits and obligations of ownership of the

Property, including, without limitation, income, operating expenses and cash proceeds from
any sale, exchange or refinancing of the Property, and all liabilities of the Property (except for
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items separately determined such as real estate taxes and management fees), will be allocated
to the Tenants in Common in proportion to their undivided interests in the Property.

All of the Tenants in Common must unanimously approve any future sale, exchange, lease,
transfer, financing or refinancing of the Property. All other actions or decisions of the
Tenants in Common will require the approval of Tenants in Common collectively owning a
majority of the Interests in the Property. Annual renewal of the Consulting Agreement
requires the approval of Tenants in Common holding a majority of the Interests. In the event
Tenants in Common collectively owning 80% or more of the Interests in the Property agree to
sell or refinance the Property, to take any other action requiring unanimous consent of the
Tenants in Common or to take an action to prevent or cure a Mortgage Loan default, Interests
of Tenants in Common not in agreement are subject to the call rights provided in the Call
Agreement described below.

Each Tenant in Common may sell, transfer, convey, pledge, encumber or hypothecate its
undivided Interest in the Property, subject to the terms of any loan and provided that any
transferee will take such interest subject to the Tenants in Common Agreement, the Call
Agreement, the Master Lease, and the Consulting Agreement, and provided further that the
selling Tenant in Common must allow the other Tenants in Common and the Master Lessee to
make an offer for the Interest. Any transfer of an Interest is subject to any required consents
or other requirements of any lender. Each Tenant in Common will be responsible for
compliance with applicable securities laws with respect to any sale of its Interest.

Each Investor will acquire the same pro rata interest in each Parcel and no Investor may sell
its Interest in either Parcel separate and apart from its Interest in the other Parcel (except as
part of the sale of an entire Parcel by all Investors).

The Tenants in Common have no right to possess the Property. However, any Tenant in
Common may partition the Property subject to the right of the other Tenants in Common to
buy the Interest of the partitioning Tenant in Common at fair market value (as defined in the
Tenants in Common Agreement) upon the filing of an action for partition and subject to any
restrictions imposed by the Mortgage Lender. Subject to certain conditions and limitations in
the Tenants in Common Agreement and to applicable bankruptcy or other laws, the other
Tenants in Common may acquire the Interest of any Tenant in Common that is bankrupt or
insolvent. If the other Tenants in Common elect not to purchase their proportionate share of
such bankrupt Tenant in Common’s interest in the Property, the Master Lessee will have the
right to acquire such proportionate share of the Interest.

The Tenants in Common Agreement provides that each Tenant in Common elects to be
excluded from the provisions of Subchapter K of Chapter 1 of the Code with respect to joint
ownership of the Property. See “Federal Income Tax Consequences—~Other Tax
Consequences of Ownership of an Interest-Election Out of Partnership Provisions.”

If any Tenant in Common desires to sell all or any portion of its Interest, then each other
Tenant in Common and the Master Lessee will have a right for 14 days to make an offer to
acquire the Interest proposed to be sold.

In the event that any Tenant in Common desires to maintain an action for the partition of the
Property, such action may be undertaken only if: (i) the action is not a violation of the
Mortgage Loan documents, and (ii) the Tenant in Common first offers to sell to each other
Tenant in Common and the Master Lessee its Interest for a price equal to the fair market value
of such interest.

If a Tenant in Common is bankrupt, then the bankrupt Tenant in Common will be obligated to
sell and the other Tenants in Common may, and the Master Lessee will be obligated to, buy
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the bankrupt Tenant in Common’s entire Interest at fair market value.

By executing the Tenants in Common Agreement, each Tenant in Common authorizes and
directs the Master Lessee to act as the agent for the Tenant in Common to: (A) receive any
notice or other communication from the Mortgage Lender, provided that timely notice of such
communication shall be given by the Master Lessee to each Tenant in Common; (B) receive
service of process from the Mortgage Lender under the Mortgage Loan, provided that timely
notice of such service of process shall be given by the Master Lessee to each Tenant in
Common; and (C) sign or execute documents and negotiate any changes to the Mortgage
Loan documents on behalf of each Tenant in Common with respect to any transaction relating
to the Loan, provided the unanimous consent of the Tenants in Common has been received, or
deemed to have been received pursuant to the terms of the Master Lease prior to execution.

Any dispute arising under the Tenants in Common Agreement will be subject to binding
arbitration in Massachusetts.

The Call Agreement provides a mechanism for the Master Lessee and Tenants in Common to: (i) facilitate
a sale or refinancing of the Property or the taking of an action requiring unanimous consent of the Tenants in
Common, (ii) cure a default under the Mortgage Loan, or (iii) acquire the interest of a Tenant in Common defaulting
on its obligation to pay Property Expenses. The following is a summary of some of the significant provisions of the
Call Agreement. It is qualified in its entirety by reference to the full text of the agreement, the form of which is
attached as an exhibit to this Memorandum.

Call Right

Exercise of Rights

Determination and
Payment of
Purchase Price

The Call Agreement provides that the Master Lessee may exercise, on behalf of the Tenants in
Common, the right to acquire the Interest of a Tenant in Common (a “Selling Co-Tenant”) if:

® the Tenant in Common is in default of its obligations to pay its pro rata share of
Property Expenses, or
° the Tenant in Common does not consent: (i) to a sale, financing or refinancing of the

Property, (ii) to take any other action requiring unanimous consent of the Tenants in
Common or (iii) to take action to prevent or cure an event of default under secured
loan documents relating to the Property, and Tenants in Common collectively
owning 80% or more of the Property do consent to such sale, financing, refinancing
or action.

Only the Master Lessee may exercise the call rights under the Call Agreement, but the other
Tenants in Common may purchase their pro rata portion of the Interest of the Selling Co-
Tenant. The other Tenants in Common may purchase the Interests under the Call Agreement
by giving the Master Lessee or its designee written notice within 30 days of the exercise of the
call rights. Any such Interests not purchased by the other Tenants in Common will be
purchased by the Master Lessee.

The purchase price will be the greater of: (i) the appraised fair market value of the Property
(without any discounts) as determined by an independent third party appraiser selected by the
Master Lessee and (ii) the value of the Property determined by any bona fide written offer
from a party unrelated to the Selling Co-Tenant to buy the Property in existence at the time of
exercise, in each case multiplied by the percentage of the Property represented by such
Interest and reduced by the same percentage of any debt encumbering the Property and further
reduced by commissions, transfer taxes and other customary costs that are or would be
incurred in connection with a sale of the Property. Proceeds from the purchase price, net of
any pro rata portion of loans encumbering title to the Property and all outstanding costs and
expenses of the Property, will be paid to the Selling Co-Tenant in proportion to its Interest.
Payment of the purchase price to a Selling Co-Tenant will occur as provided in the Call
Agreement or at the earlier of (i) the closing of the sale or refinancing of the Property by the
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other Tenants in Common, or (ii) 180 days after exercise of the call rights. The Call
Agreement contains a grant of a limited power of attorney from each Tenant in Common to
the Master Lessee for the purpose of executing any necessary documentation to effect the sale
of an Interest pursuant to the terms of the Call Agreement.

Any dispute arising under the Call Agreement will be subject to binding arbitration in
Massachusetts.

Single Purpose Entity Operating Agreement

Each Investor will be required to adopt an operating agreement for the Single Purpose Entity formed for the
purpose of holding the Interest on such Investor’s behalf. The following summary is qualified in its entirety by
reference to the agreement, the form of which is attached to as an exhibit to this Memorandum.

Management

Special Member

Limitation on
Actions

Pursuant to the terms of the Single Purpose Entity operating agreement, the member of each
Single Purpose Entity will also act as the manager under Delaware law,

An independent third party will be designated as a special member of the Single Purpose
Entity for the purpose of maintaining the company upon the death, dissolution or bankruptcy
of its member.

The provisions of the Mortgage Loan and the Single Purpose Entity operating agreement will
require the Single Purpose Entity and its member or members to take and refrain from taking
certain actions that would cause the Single Purpose Entity to qualify as a special purpose
entity under the terms of the Mortgage Loan. These actions are expected to include:

s  preserving the Single Purpose Entity’s existence, rights (charter and
statutory) and franchises;
e  maintaining separate books and records and bank accounts;

e  holding the Single Purpose Entity out as a legal entity separate from its
member;

e to the extent required, filing separate tax returns for the Single Purpose
Entity and paying any taxes on behalf of the Single Purpose Entity;

e ot commingling the Single Purpose Entity’s assets with assets of any
other person or entity;

»  conducting the Single Purpose Entity’s business and holding its assets
in its own name;

e  strictly complying with all organizational formalities to maintain the
Single Purpose Entity’s separate existence;

s  maintaining separate financial statements for the Single Purpose Entity;
e  paying the Single Purpose Entity’s liabilities only out of its own funds;

»  maintaining an arm’s length relationship between the Single Purpose
Entity and its member and affiliates and entering into transactions with
its member and affiliates on a commercially reasonable basis;

»  paying any salaries of Single Purpose Entity’s employees out of its own
assets;

» ot holding out the Single Purpose Entity’s credit or assets as being
available to satisfy the obligations of others besides the obligations to
the Mortgage Lender;
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Maintenance

e allocating fairly and reasonably any overhead for shared office space;
*»  using separaté stationery, invoices and checks;

e not pledging the Single Purpose Entity’s assets for the benefit of any
other person or entity;

*  correcting any known misunderstanding regarding the Single Purpose
Entity’s separate identity;

*  maintaining adequate capital in light of the Single Purpose Entity’s
contemplated business purpose, transactions and liabilities;

e ot acquiring any securities or obligations of its members or affiliates;

e  maintaining its books, records, resolutions and agreements as official
records;

* not declaring bankruptcy or making an assignment for the benefit of
creditors engage, directly or indirectly;

e not making or permitting to remain outstanding any loan or advance to,
or own or acquire any stock or securities of, any person or entity;

e not engaging in any dissolution, liquidation, consolidation, merger,
asset sale or transfer of ownership interests other than such activities as
are expressly permitted pursuant to any provision of the Mortgage
Loan;

¢ not forming or acquiring any subsidiary; and

e failing to have one independent manager and one special member. The
vote of the independent manager must be required for the Single
Purpose Entity to file a petition under any bankruptcy, insolvency or
receivership laws.

The Mortgage Lender may require the appointment of a special member or independent
director of each Single Purpose Entity acceptable to the Mortgage Lender for the purpose of
maintaining the Single Purpose Entity upon the death, dissolution or bankruptey of its
member or members.

Each purchaser will be responsible for the maintenance of its Single Purpose Entity as a
Delaware limited liability company in good standing and to qualify its Single Purpose Entity
to do business as a foreign limited liability company in the state in which the Property is
located. Pursuant to the Delaware Limited Liability Company Act, each Single Purpose
Entity must designate and maintain an agent for service of process within Delaware.
Typically this is accomplished by engaging the services of a professional registered agent
within such state.

Cabot Acquisition maintains a relationship with and will use National Corporate Research to
form the Single Purpose Entities under Delaware law and register them in the state in which
the Property is Jocated. National Corporate Research will be named as the initial registered
agent in Delaware and the state in which the Propert